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C&NW, $31 million for the Grand
Trunk, $51 million for the ICO, and
somewhere between $23 and $47 mil-
lion for the SOO/Milwaukee. Very
little of this lost traffic would be
grain, so the losses will be added to
what I have already described.

I want to sell Conrail to the private
sector. In doing so, I am not unsympa-
thetic to Secretary Dole's argument
that Conrail's future viability is better
guaranteed by the financial strength
of the Norfolk Southerri and the sig-
nificant economic advantages of com-
bining these two giant railroads. Yet is
it fair to preserve rail service in the
Northeast at the expense of rail serv-
ice in the Midwest, particularly when
those railroads are already in trouble?

Perhaps at the time the Norfolk
Southern was designated as the pre-
ferred buyer, it appeared to be a rea-
sonable and fair decision. But as those
of us who represent the Midwestern
farm States know, the circumstances
have changed. Those changed circum-
stances require that we place new em-
phasis on the impact this proposed
sale will have on these troubled Mid-
west carriers. As part of this effort, I
have asked the Department of Justice
to review this issue based on these
changed circumstances.

In its January 29th letter to Secre-
tary Dole, the Department of Justice
discounted the diversion issue saying
in part.

It may be even more difficult to determine
whether such diversion would be so substan-
tial as to render otherwise viable regional
railroads incapable of providing competition
in markets where they currently operate
and where their exit would reduce competi-
tion significantly.

As far as the Farm States are con-
cerned, the issue of diversions can no
longer be studied in isolation. I firmly
believe that the impacts of diversions
must be considered in conjunction
with what is going on in the farm
economy.

Farmers seldom have the luxury of
being the masters of their own fate.
Too often, farmers have to sit by as
anything from bad weather to interna-
tional politics wreak havoc with their
livelihood.

The Government's decision on the
fate of a Northeast railroad should not
be one of those uncontrollable events
that deals another blow to an already
staggering farm economy. It need not
be if we in Congress take the time
necessay to insure that the Conrail
sale will not adversely affect our Mid-
west transporation system. Mr. Presi-
dent, I hope this legislation will not be
brought to the floor of the Senate
until we have heard from the Depart-
ment of Justice on this issue.

NATIONAL HOSPICE MONTH
Mr. DOMENICI. Mr. President, on

October 18, 1985, Senate Joint Resolu-
tion 155 on which I was a cosponsor
became Public Law 99-125 designating
November 1985 National Hospice
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Month. In the past I have sponsored care in this country. In a very short
or cosponsored several pieces of legis- time it has become an established in-
lation to sfipport the hospice move- stitution for helping patients and their
ment, including an amendment in the families at a most difficult period of
97th Congress to provide payment for life. The workers in this program de-
hospice care under the Medicare Pro- serve our highest praise and thanks.
gram. I have always voted in support Mr. PROXMIRE. Mr. President, I
of, the Hospice Program, and I wel- suggest the absence of a quorum.
come the opportunity presented by The PRESIDING OFFICER. The
the abote resolution to enter into the clerk will call the roll.
COIGXUssIONAL RWcoRD the following The bill clerk proceeded to call the
remarks indicating a few of the rea- roll.
sons that I support this program. Mr. SYMMS. Mr. President, I ask

Hospice care is specialized care to unanimous consent that the order for
maintain the quality of life for the the quorum call be rescinded.
dying patient and hlts'or her family. The PRESIDING OFFICER (Mr.
Hospices attempt to control pain and DazJBr1sG]M). WithOut objection, it is
other symptoms so that the patient so ordered.
can remain as alert and comfortable as
possible. They also provide emotional,
social, and spiritual help for the entire CONCLUSION OP MORNING
family during an extremely stressful BUSINESS
period. The PRESIDING OFFICER. Is

The Hospice movement was started business? If
in England in 1967 by Dame Cicely morning business? If
Saunders. The first hospice in the not. mones is closed.
United States opened in 1974 in New
Haven, CT. In 1979 there were aP- CONSOLIDATED OMNIBUS BUDO-
proximately 210 hospice programs inp Er RECONCILIATION ACT OF
the United States. In 1984 there wereJ 1985
well over 1,200. This amount of growt
in such a short time indicates the The PRESIDING OFFICER. The
ceptance and the need for this type of Senate will now resume consideration
service. of the pending business, S. 1730, which

Hospice care is provided largely in the clerk will state.
the home which keeps the patient The assistant legislative clerk read
close to family and familiar surrolnd- a s follows:
ings, and reduces the cost of care. Ros- A bill (S. 1730) to provide for reconcllla-
pltal based hospices operate from tip tlon pursuant to section 2 of the first con-
patient facilities with specially trained current resolution on the budget for fiscal
personnel who see patients anywhere~ year 1986 (S. Con. Res. 32, Ninety-ninth
in the hospital. When the patient goes
home, care is coordinated between the ,The Senate resumed consideration
hospice team and the home health of the bill.
care team. Community based hospice Mr. JOHNSTON. Mr. President, I
care is provided through home health sugest the absence of a quorum.
care agencies or independently owned The PRESIDING OFFICER. The
businesses. clerk vll call the roll.

In 1983 the Joint Commission on the The ill clerk proceeded to call the
Accreditation of Hospitals voted to roll.
add hospices to the other types of in- Mr. HEINZ. Mr. President, I ask
stitutions already voluntarily accredit- unanimous consent that the order for
ed. This gave the hospice program a the quorum call be rescinded.
national forum for setting standards The PRESIDING OFFICER. With-
and establishing acceptable quality of out objection, it is so ordered.
care. AENuMrrrT NO. 10s3

New Mexico has been in the fore- (Purpose: to require use of American-built
front of the hospice movement since rigs for OCS drilling)
our first hospice, the HAsprtal Home Mr. EEINZ. Mr. President, I send an
Health Care Hospice, opened in 1978. amendment to the desk and ask for its
The Home Health CarW Hospice was immediate consideration.
one of the 26 hospicet choosen for a The PRESIDING OFFICER. The
HCFA demonstration project on the
effectiveness of the Hospice Program. clerk ill report
It is certified for Medicare payment The assistant legislative clerk read
and is in the process of being accredit- as follows:
ed by the JOint Commission on the Ac- The Senator from Pennsylvania [Mr.
creditation of Hospitals. HrrNz] proposes an amendment numbered

The Mesilla Valley Hospice, started 1039.
in 1980, has served over 150 patients Mr. HEINZ. Mr. President, I ask
and their families since that time. unanimous consent that further read-
They have ddhe this with an all volun- ing of the amendment be dispensed
teer staff'which they train themselves. with.
They are a United Way agency in The PRESIDING OFFICER. With-
their community. out objection, it is so ordered.

During this month we need to recog- The amendment is as follows:
nize the valuable contribution that the · At the end of title VII of the bill insert
hospice movement has made to health the.following:
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Given the design cycle for such quired is that such systems be con-
weapons, the decision to proceed with fined by mutual agreement to specific
them could easily have been taken regions of a country and totally
more than 10 years ago. Clearly, they banned from all others. Measures
require substantial extra costs and could be worked out to provide that es-
they impose unwanted complications sential support facilities for such mis-
in command and control for the Sovi- siles exist in no other but designated
ets. They may also involve substantial locations. And the detection of even
operational uncertainties, such as the one mobile launcher outside the desig-,
reliability and accuracy of guidance nated region would be prima facia evil
systems, which operate under much dence of a violation.
more difficult conditions in mobile These techniques have been well
ICBM's. known for quite a long time. tall-

Obviously, the Soviets must have mobile systems are more difficult. By
had some extra incentive to take on definition, they cannot be restricted to
these burdens. It seems reasonably a single portion of a rail netyork, or
clear that the underlying reason was their security would be compromised.
Soviet recognition that their silo-based The possibilities for c cealment
systems were going to become vulnera- might be much greater f such sys-
ble as the United States deployed teo than for road-molle missiles,
more accurate missiles on land, and es- unless it develops that tey have very
pecially, at sea. In other words, the So- elaborate and quite ue support re-
viets-much earlier than did we-de- quirements, which canot be confused
cided that land mobiles were an impor- with other kinds of traffic.
tant hedge against the certain erosion Moreover, the Soviet rail-mobile
in value of their silo-based weapons. system is more di}cult to verify, and

It'howleer, a universal ruie in nul- ' it has 10 RV's/ which means that
clear affairs that what is one side's cheating migh be a more seductive
idea of a defensive' measure is the option to the vlets, and a less ac-
other side's idea of an unwarranted in- ceptable risk us, than in the case of
crease of offensive power. Thus, it the SS-25, road-mobile single-
seems that the National Security Ad- warhead I
viser, Mr. McFarlane, sees in the Clearly, here may be more reason
Soviet move toward mobility a new to worry/about the SS-24 than about
variant on the old theme of Soviet the SS-5, and it would certainly not
first strike capabilities. have ben out of line for the United

Specifically, I gather that he imag- State'to have proposed a ban on vehi-
ines a scenario in which the Soviets, cle IRVed mssiles of that class. Of
having used their silo-based missiles in co , the logical object to have of-
a first strike against the United States, f ed in exchange would be the only
rely upon their dispersed mobile S. missile of equivalent capability:
ICBM's to preclude an American coun- he MX.
terattack against the Soviet reserv Be that as it may, the administra-
force. Hence, our President could 1 tion has instead proposed that the
left with the choice of attacking Soviet Union give up its two mobile
Soviet cities, thereby assuring a So et ICBM's, whose development is now
attack against our population. complete, in exchange for the Midget-

In addition to this concern, bat re- man. And it is therefore in order to
lated to it, the National Secury Ad- ask ourselves whether, if the Soviets
viser is also said to be disturbcd about accepted that offer, the trade would
ttie problems of verifying $y arms be to our advantage.
control limits that might placed Naturally, we would he spared the
upon the number of He ICBM expense of developing and deploying
launchers either side co d have. It is the Midgetman. And we would be free
the flip side of the Coim. The problem of the concerns involved in having to
of being able to locatmobile missiles keep track of Soviet mobiles, either
accurately enough attack them is for the purpose of attacking them In
first cousin to th problem of being war, or counting them in peace.
able to locate t em well enogh to But, under the terms of our own arm
count them. Bu there is a difference, control proposal, we would be left with
and it is erit land-based forces that are vulnerable

Let's begin the problems of lim- to a Soviet first strike, and vice versa-
iting mobile ICBM's through arms they would be vulnerable to a hypo-
control. We/all know that it is not cur- thetical American first strike. From
rently p(ble to count mobile ICBM that perspective, the outcome of the
launcherSwith the precision available mutual vulnerability is obviously a ter-
to us in ounting silos. Nevertheless, I rible outcome. On balance, we are
believe ihat the problem of counting better off having the option to pro-
mobil fICBM's is quite manageable. ceed with our mobile system, even if it

In e first place, we have to differ- means giving up any theoretical
enti te between the quite different chance we might have to bargain it
problems presented in monitoring the away against Soviet mobiles
rail-mobile SS-24, as opposed to moni- This conclusion rests on a clear
toring the road-mobile SS-25. The mathematical basis. Price-to-attack
road-mobile SS-25 is susceptible to ar- analysis of the sort I have described in
rangements that would allow us to ac- earlier speeches shows that the Midg-
count for its numbers with reasonable etman and its mobile launcher have
confidence. Essentially, what is re- the ability to absorb such a high pro-
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portion ,f Soviet forces as to render
the first-strike scenario that Mr.
McDi~ ane entertains absurd. More-

over, if one is concerned about Soviet
cheating in an agreement limiting
mobile systems, it has to be remem-
bered that the Midgetman's high
price-to-attack would force the Soviets
to cheat on a massive scale in order to
make a difference.

If reports of Mr. McFarlane's views
are accurate, he has been obliged to
choose between the priorities of nucle-
ar war fighters on the one hand, and
arms controllers on the other. For the
war fighters, the first and only priori-
ty is to know where the targets are
and to have the means for attacking
them. For arms controllers, there
comes a point where you are prepared
to allow one side to have security from
a first strike, if you can get the same
for yourself.

One of these paths leads to the cer-
tainty of an open-ended, never-ending
search for military, advantage. The
other path leads at least to the chance
for an agreement in which each side
wins stability for itself by making se-
curity accessible to the other.

CAUTION NEEDS TO BE TAKEN
ON CONRAIL SALE

Mr. ABDNOR. Mr. President, we are
all aware of the deepening financial
crisis in the farm communities of the
Midwest That crisis affects not only
our farmers, but our financial Institu-
tions, supply industry, and our trans-
portation industry.

That interrelationship between our
farm economy and these important in-
dustries was brought home to me, once
again, as I reviewed the third quarter
reports of those Midwestern r/droads
that transport the goods produced on
our Nation's farms. They do not make
for pleasant reading.

Two of the largest grain hauling
railroads in my area of the country are
prime examples. In the first 9 months
of 1985, grain loading on the Chicago
& North Western LC&NWI were down
38 percent from last year, and the rail-
road had a net loss of $5 million for
the same period.

I bring this to my colleague's atten-
tion, because, at the same time that
our Midwestern railroads are reeling
from the affects of the farm crisis,
Washington is conjuring up a poten-
tial knockout blow in the sale of Con-
rail to Norfolk Southern. There is
mounting evidence that this sale spells
economic disaster for the railroads of
the Midwest. Studies by the Interstate
Commerce Commission, the U.S. Rail-
way Association (USRA], and the rail-
roads themselves demonstrate that
such a sale will result in diminished
competition and significant traffic di-
versions. The numbers are not insig-
nificant The UsRA, for instance, esti-
mates that traffic diversions resulting
from a Norfolk Southern-Conrail
merger will be $54 million for the
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Sac. . Section 5 of the Outer Continental

Shelf Lands Act (43 U.S.C. 1334) is amended
by adding at the end the following new sub-
section:

"(J)(1) Any vesse, rig, platform, or other
structure used for the purpose of explera-
tion pr production of oil and gas on the
Outer Continental Shelf soith of 49 degrees
North latitude shall be built-

"(A) in the United States; and
"(B) from articles, materials or supplies

at least 50 percent of which, by cost, shall
have been mined, produced, or manufaisc-
tured, as the case may be, in the United
States.

"(2) The requirements of paraetrh (1)
shall not apply to any vessel, rig, platfom.
or other. structure which was built, which is
being built, or for which a buiding contract
has been executed, on or before October 1,
1985.

"(3) The Secretary may waive-
"(A) the reQuirement in paragraph (IXB)

whenever the Secretary deterries that 50
percent of the articles, materials, or spplies
for a vessel, rig, platform, or other structure
cannot be mined, produced, or manufac-
tured, as the case may be, in the United
States, and

"(B) the requirement in paragraph (IXA)
upon application, with respect to any class
fication of vessels, rigs, platforns. or ether
structures on a specific lease, when the Sec>
retary determines that at least 59 percent of
such classficatlon, as calculated by number
and by weight, which are built for explora-
tion or production activities under such
lease will be built in the United States in
compliance with the requirements of pra-
graph (1)(A).".

Mr. HEINZ. I further ask unanimous
consent that there be 3 minutes of
debate allowed to each side.

The PRE&IDING OFFICER. With-
out objection, it is so ordered.

Mr. HEINZ. Mr. President, this is an
amendment that is virtually identical
to a provision in the House reoncnila-
tion bill, the Bosco amendment.

This amendment provides that' all
drilling rigs used in OCS exploration
shall be built in the United States
from products at least 50 percent of
which have been manufactured in the
United States. Rigs built for contracts
let prior to October 1, 1985, are
exempt.

In addition, the Secretary of the In-
terior may waive the requirement of
50 percent U.4, content ff he deter-
mines that percentage cannot be oh-
tained in the United States, and he
can waive the built-in-the-U.S. require-
ment where there are multiple struc-
tures under one lease; that is, if at
least half of the structures will be
built in the United States.

Mr. President, let me really give you
the two most important arguments for
this amendment

We have not built a drilling rig in
this country since 1982, with the ex-
ception of three built in the United
States with contract cancellation
charges owed to one U.S yard.

This is critical technology for the
United States. This technology is crti-
cal to our energy industry. And st as
we do not let foreign interests bid on
OCS lands, ,it does not make much
sense to this Senator to have foreign
interests totally preempt American
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technology when it comes to the devel-
opment of those same OCS lands.

We are prohibiting foreign competi-
tion. There would still be foreign com-
petition. At least half would probably
go to foreign manufactures. But what
'we, are saying is that this is critical
'technology. We do not want to see the
United States wiped off the map in its
ability to drill offshore, and out of the
action. This capacity is essential to our
national security.

I hope, Mr. President, that my eol-
leagues with support the amendment.

I reserve the balance of my time.
Mr. DOMENICI addressed the

Chair.
The PRESIDING OFFICER. The

Senator from New Mexico.
Mr. DOMENICI. I yield, in opposi-

tion, to the chairman of the Energy
Committee, Senator MCCLURE.

The PRESIDING OFFICER The
Senator from Idaho.

Mr. McCLURE. Mr. President, I re-
luctantly rise in opposition. I say re-
luctantly because I understand the
concerns of those people who are in
the steel and steel fabrication busi-
ness, and their lack of ability to com-
pete against foreign competitors in the
construction of offshore platformn

But the truth of the matter, as I am
told-and I believe it is at least suffi-
ciently true to raise the doubts in my
mind-is as to whether or not the oil
industry of the United States can pxy
the addktlolm tariff that would be
necessary W' keep offshore activities
going if this provision is adopted

As the Senator from Pennsyivania
has noted, it is already in the House-
passed reconciliation. It is an Issue we
will confront in the conference. I know
that many of us are very much con-
cerned about trade questions about
shipbuilding about timber hmports,
about textiles, and about a whole
number of different things. But this is
one in which the industry has seen
available cash reserves and the iter-
nal cash flows reduced by a variety of
market and other condition that
make me wonder whether or not the
industry could pay the cost and
remain competitive against other in-
terests or whether or not we would
suddenly find a complete change of ac-
tivities on the Outer Continental
Shelf of the United States in favor of
foreign drilling companies, and in
favor of foreign oil companies.

So I have great doubts as to whether
we can survive this kind of a provision,
and I have a great deal of concern
about the impact it would have upon
Outer Continental Shelf operations.

Mr. HEINZ, Mr. President, I yield
such time as I may have to the Sena-
tor from Louisiana,

The PRESIDING OFFICER. The
Senator from Louisiana.

Mr. LONG. Mr. President, this is
technology that was developed in the
United States by Americanr In large
measure, it was Americans in ISt-
ana and California who develoed the
techniques of drilling on the Outer

Continental Shelf. They are the best
in the world at it

Why do they have a problem com-
peting? WelL when you talk about the
platform, you are talking about two
factors: sted and labor.

The Americap steel industry con-
tendsad, I believe there is merit to
tliher argument-that they can hold
their own in the U.S. market if you
take into account the subsidy the for-
eign governments pay to subsidize
their steel.

The other part of the problem is
labor costs. Foreign labor is available
at a fraction of what we pay American
workers working with a welding torch
to weld pieces of steel together.

Having pioneered in this area,
having developed the technology, it
would be a shame to see the United
States-

The PRESIDING OFFICER. The
time of the Senator has expired.

Mr. HEINZ. Mr. President, I ask
unanimous consent that each side be
yielded 1 additional minute.

The PRESIDING OFFICER. Is
there objection?

Mr. DOMENICL Mr. President, re-
serving the right to object, I am not
going to object. I want Senators to
know we are .having a very difficult
time with these unanimous consent re-
quests because Senators want to get
on with things.

We agreed to the first one. We
agreed to additional ones. I am not
going to object at this point.

I hope everybody understands the
problem we have on this side

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. LONG. If any one is concerned
about the competitive situation of the
American oil industry, we ought to
repeal the windfall profits tax, which
has outlived its usefulness and is a
great burden on that industry.

But rather than put the American
industry out of this business, I believe
this amendment would keep us in for
half of it, which I think is reasonable
enough

Mr. HEINZ. Mr. President, we re-
serve the balance of our time.

Mr. McCLURE. Mr. President, let
me just indicate the size of the prob-
ernm.

It is indeed a very large problem.
The recent bids with respect to off-
shore platforms would indicate that
with the "buy American" provision on
the ones that would be affected the
cost would double. The cost of the
platform would be twice what it other-
wise may be. The reasons why that
occmr are complex.

aut let us look at what has hap-
pened under the corporate raiding
that has been going on against the oil
industries that has caused the divesti-
ture of the loss of huge amounts of
capital; reserves held by oil companies;
the imposition of the oil fees; the tax
policy of this country-and I agree
with the Senator from Louisiana that
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we ought to repeal that provision, but
it is still there-the cash-flow is affect-
ed. The oil companies simply do not
have the same kind of cash-flow they
had a few years ago; it would be
unwise for us that time to double the
cost of the oil rig.

That is what we would do by this
provision, to see that it is fabricated in
the United States.

The PRESIDING OFFICER. All
time on the amendment has expired.

Mr. DOMENICI. Mr. President, has
the time expired on both sides?

The PRESIDING OFFICER. It has.
Mr. DOMENICI. A parliamentary

inquiry, Mr. President. Is not this
amendment subject to a point of order
on germaneness?

The PRESIDING OFFICER. The
Senator is correct.

Mr. DOMENICI. I make such a
point of order.

The PRESIDING OFFICER. The
point of order is well taken.

Mr. DOMENICI. Does the amend-
ment fall?

The PRESIDING OFFICER. The
amendment does fall.

Mr. DOMENICI. I thank the Chair.
I understand Senator EvANs will be

here with his OCS proposal and we
will accommodate him with a time
agreement, hopefully. I suggest the
absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DOLE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
DsqrToN). Without objection, it is so
ordered.

Mr. DOLE. Mr. President, it Is my
hope that after 2 hours we might be
able to put together this overall time
agreement on reconciliation. I have
had a number of Members on each
side already asking about tomorrow.
We have just frittered away 2 hours
this morning that we are going to have
to make up some time, and I know
that managers have been working very
diligently to put together an agree-
ment. I hope we will soon be in a posi-
tion to propound that agreement. We
have worked out, so everybody has a
chance, the opportunity now to ex-
plain the amendments which is the
way I think it should be, as we ex-
pressed last night with an overwhelm-
ing vote. I hope that we can, as soon as
the distinguished minority leader ar-
rives, propound the agreement and, if
not, I know of no other alternative but
to start and see if there are any
amendments to be offered without any
arrangements on time because we will
have objections maybe from both sides
unless there is an overall agreement.

I thank the distinguished managers
of the bill and others for their coop-
eration, and again indicate that if we
can complete action on this, hopefully
it will not take quite as much time-it
looks like about 4 hours-and do the

Compact of Free Association, the
Overseas Private Investment Corpora-
tion matter, we would then lay down
the farm bill but there would not be a
session tomorrow. So I urge my col-
leagues who might have plans for to-
morrow away from Washington to
help us put this together.

UNANIOUS CONSENT AGREEMENT

Mr. DOMENICI. Mr. President, as
the majority leader has indicated, I
have been working with a variety of
Senators and staff in an effort to
arrive at a unanimous-consent agree-
ment which would provide time for all
the amendments we are aware of, and
at the same time provide for moving
this reconciliation bill to another bill
and sending it to the House. I think
we have arrived at a satisfactory unan-
imous-consent proposal. I should like
to state the entire proposal. It has
three parts. Then I will-be prepared to
explain any of it.

I hope we can get it done in this
manner, because we have been work-
ing on this about 3 hours If we do not
get it done, then I think it is open if
Senators want to offer amendments
and debate, because eventually they
will have that privilege.

I ask unanimous consent that the
following amendments be the only
amendments in order to S. 1730, that
they be limited to 10 minutes each, to
be equally divided unless otherwise
specified, and that following the dispo-
sition of the amendments listed, S.
1730 be advanced to third reading
without any intervening action The
amendments are as follows:

Evans/Metzenbaum. on OCS, 20
minutes equally divided; Wilson,-on
imputed interest Israel bonds; Boren,
on farm credit; Packwood/Weicker/
Dodd, on Social Security coverage, 2
minutes equally divided; Metzenbaum,
on tobacco price supports, 20 minutes
equally divided; Metzenbaum, on to-
bacco price supports, 20 minutes
equally divided; Metzenbaum, on Med-
icaid, 20 minutes equally divided; the
distinguished minority' leader, Senator
BYRD, an amendment, 10 minutes
equally divided; DeConcini, on wage
survey; two Bumpers amendments, on
Medicare pay for liver transplants.

I further ask unanimous consent
that when the Senate reaches third
reading of S. 1730, the Senate turn to
the consideration of H.R. 3128, a bill
to make changes in spending and reve-
nue provisions, for the purpose of defi-
cit reduction and program improve-
ment, consistent with the budget proc-
ess; that the majority leader be recog-
nized to move to strike all after the
enacting clause in H.R. 3128, and
insert the text of S. 1730, as amended;
that no further action or debate shall
be in order except the vote on the
motion to strike and insert, third read-
ing, and final passage.

Finally, I ask unanimous consent
that no points of order under the
Budget Act be waived, and that follow-
ing disposition of H.R. 3128, S. 1730 be
indefinitely postponed.

Mr. BYRD. Mr. President, reserving
the right to object, will the distin-
guished manager of the bill withhold
the request for a moment? Perhaps he
will be willing to put in a short
quorum call.

Mr. DOMENICI. I will be pleased to
do that.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
Chair has a question to put to the
Senator from New Mexico: After the
Metzenbaum amendment on Medicaid,
the Chair did not copy the rest of the
amendments.

Mr. DOMENICI. That following the
third Metzenbaum amendment, the
unanimous consent that I propounded
read Senator BYRD's amendment, 10
minutes equally divided.

The PRESIDING OFFICER. Then
after that.

Mr. DOMENICI. SeAator. DECON-
CINi'S wage survey.

The PRESIDING OFFICER. And
Bumpers?

Mr. DOMENICI. Two Bumpers
amendments, Medicare pay for liver
transplants.

The PRESIDING OFFICER. So the
Dole amendment originally in there is
not there now.

Mr. DOMENICI. The Chair is cor-
rect.

Mr. EVANS. Mr. President, reserving
the right to object, and I do not intend
to object, would the Senator from New
Mexico clarify? In the list of amend-
ments would these be the only amend-
ments authorized and no amendments
to the amendments or other changes
would be in order?

Mr. DOMENICI. The Senator is cor-
rect.

Mr. EVANS. I thank the Senator.
Mr. BYRD. Mr. President, a parlia-

mentary inquiry.
The PRESIDING OFFICER. The

Senator will state it.
Mr. BYRD. The proposed agreement

specifies that "following amendments
be the only amendments in order to S.
1730."

I ask the Chair if that language bars
any amendments either before or after
a motion to reconsider if such motion
is in order from being offered to H.R.
3128 following the adoption of the
motion by the distinguished majority
leader.

The PRESIDING OFFICER. If the
amendment on H.R. 3128 were voted
and reconsidered and third reading
were reached, would be reconsidered
and the vote on the substitute was re-
considered, then further amendments
would be in order.

Mr. BYRD. Does this agreement bar
any amendment to H.R. 3128? Does
this amendment bar under any and all
circumstances, except unanimous con-
sent, of course, which could open it up,
any amendments to H.R. 3128 at' any
point the agreement having specified
that there would be only certain
amendments which are enumerated to
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S. 1730? But it does not make any such
statement with regard to H.R. 3128.

The PRESIDING OFFICER. It
would require the three motions to re-
consider just enumerated after the
agreement has been adopted to send
up H.R. 3128 to amend.

Mr. BYRD. Would the distinguished
manager of the bill think it a bit of
traditional insurance that he include
in his request that no motions to re-
consider either of these measures be in
order.

Mr. DOMENICI. I would consider
that, and if the distinguished minority
leader has no objection I would consid-
er my unanimous consent so modified.

Mr. BYRD. Very well.
I ask the Chair whether or not that

helped any.
The PRESIDING OFFICER. That

would prevent any amendments to
H.R. 3128 without unanimous consent
being obtained.

Mr. BYRD. I thank the Chair.
I have no objection.
Mr. DOMENICI. I need 1 minute

now.
Mr. President, I suggest the absence

of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The assistant legislative clerk pro-

ceeded to call the roll
Mr. DOMENICI. Mr. President, I

ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOMENICI. Mr. President, I
propound the unanimous consent as
previously stated and modified.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOMENICI. I thank the Chair.
Now, Mr. President, while we are not

bound to the list of amendments in
order, I understand the distinguished
Senator from Washingtion [Mr.
EVANS] is ready with the first amend-
ment as stated with 10 minutes on
each side.

Mr. EVANS. I thank the Chair.
AMENDMENT NO 1040

(Purpose: To amend section 532 of the
Outer Continental Shelf Lands Act)

Mr. EVANS. Mr. President, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:
-The Senator from Washington i[Mr.

EvANs], for himself, Mr. MErTZNBAUM, Mr.
DURsENURGER, Mr. DANFORTH, Mr. GORTON,
Mr. LuoAR, and Mr. KASTEN proposes an
amendment numbered 1040.

Mr, EVANS. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
Page 132, strike out line 1 and all that fol-

lows through line 23 on page 139 and insert
in lieu thereof the following:

"REVISION OF SECTION 8 (gi

"SEC. 532. Delete paragraphs 8(g)(2)
through (4) of the Outer Continental Shelf
Lands Act, as amended (43 U.S.C. 1337(g))
and insert In lieu thereof-

"(2) Notwithstanding any other provision
of this Act, the Secretary shall deposit into
a separate account in the Treasury of the
United States all bonuses and rents derived
from any lease issued after September 18,
1978 of any Federal tract which lies wholly
within three nautical miles of the seaward
boundary of any coastal State or, in the case
where a Federal tract lies partially within
three nautical miles of the seaward bounda-
ry, a percentage of bonuses and rents de-
rived from any lease issued after September
18, 1978 of such tract equal to the percent-
age of surface acreage of the tract that lies
within such three nautical miles. Except as
provided in paragraph (5), not later than
the last business day of the month following
the month In which those revenues are de-
posited in tU Treasury, the Secretary shall
transmit to surb coastal State 27 percent of
those revenues. together with all accrued in-
terest threon The remaining balance of
such revenues shall be transmitted simulta-
neously to the miscellaneous receipts ac-
count of the United States Treasury.

"(3) Whenever the Secretary or the Gov-
ernor of a coastal State determines that a
common potentially hyrdocarbon-bearing
area may underlie the Federal and State
boundary, the Secretary or the Governor
shall notify the other party in writing of his
determination and the Secretary shall pro-
vide to the Governor notice of the current
and projected status ot tlHe tract or tracts
containing the common potentially hydro-
carbon-bearing area. If the Secretary has
leased or intends to lease such tract or
tracts, the Secretary Wad the Governor of
the coastal State may enter into an agree-
ment to divide the revenues from produc-
tion of any common potentially hydrocar-
bon-bearing area, by unitization or other
royalty sharing agreement, pursuant to ex-
isting law. If the Secretary and the Gover-
nor do not enter into an agreement, the Sec-
retary may nevertheless proceed with the
leasing of the tract or tracts.

"(4) The deposits in the Treasury, ac-
counts described in this section shall be in-
vested by the Secretary of the Treasury in
securities backed by the full faith and credit
of the United States having maturities suit-
able to the needs of the account and yield-
ing the highest reasonably available interest
rates as determined by the Secretary of the
Treasury.

"(5)(A) Where there is a boundary dispute
between the United States and a State
under section 7 of this Act, the Secretary
shall credit to the account referred to in sec-
tion 533 of the Outer Continental Shelf
Lands Act Amendments of 1985 revenues
from oil and gas lease sales in the area
within three nautical miles of the boundary
asserted by the State, if that money has not
otherwise been deposited in the separate ac-
count established under section 7. Proceeds
of the account established under section 7,
and the account referred to in section 533 of
the Outer Continental Shelf Lands Act
Amendments of 1985 shall be distributed as
follows:

"(i) If a State is wholly successful in its
claim under section 7, such claim shal be
satisfied by the money deposited in the
escrow account established by section 7.
Any excess monies in the section 7 account
attributable to such State shall be trans-
ferred to the 8(g) account, and any monies
due that State, both restrospectively and
prospectively, as a result of the 8(g) zone
created by the newly established boundary

shall be distributed to the State in accord-
ance with the terms of section 533 of the
Outer Continental Shelf Lands Act Amend-
ments of 1985.

"(ii) If the United States is wholly success-
ful in its claim under section 7, the amount
of money that is necessary to satisfy the
State's share as set forth under section 533
of the Outer Continental Shelf Lands Act
Amendments of 1985 shall be distributed
from the revenues deposited in the section 7
escrow account. The amounts remaining
after the distributions described in this sub-
paragraph shall be paid to the United
States pursuant to this section.

"(ill) If the United States or the affected
State is partially successful in its claim
under section 7, after the distribution under
that result, the amount of money that is
necessary to satisfy the State as set forth
under section 533 of the Outer Coxrtinental
Shelf Lands Act Amendments of 1985 shall
be distributed first from the remaining
monies irr the section 7 escrow account, and
then from the amounts deposited in the ac-
count referred to in section 533 of the Outer
Continental Shelf Lands Act Amendments
of 1985. The amounts remaining after the
distributions described in this subparagraph
shall be paid to the United States pursuant
to this section.

"(B) This paragraph applies to all Federal
oil and gas lease sales, under this Act, in-
cluding joint lease sales, occuring after Sep-
tember 18, 1978.

"(6) This section shall be deemed to take
effect on October 1, 1985, for purposes of
determining the amounts to be deposited in
the separate account and the State's shares
described in paragraph (2).

"(7) When the Secretary leases any tract
which lies wholly or partially within three
miles of the seaward boundary of two or
more States, the revenues from such tract
shall be distributed as otherwise provided
by this section, except that the State's
share of such revenues that would other-
wise result under this section shall be divid-
ed equally among such States.".

DIsTRIBUTION or 8(g) ACCOUNT

SEC. 533. (a) Prior to January 1, 1988, the
Secretary shall distribute to the designated
coastal Sates the sum of:

(1) The amounts due and payable to each
such State under paragraph (2) of section
8(g) of the Outer Continental Shelf Lands
Act, as amended by this Act, for the period
between October 1, 1985, and the date of
such distribution, and

(2) The amounts due each such State
under subsection (b) for the period prior to
October 1, 1985.

(b)(1) The funds which were deposited in
the separate account in the Treasury of the
United States under section 8(g)(4) of the
Outer Continental Shelf Lands Act, as
amended (43 U.S.C. 1337(g)(4), as it was in
effect prior to the date of enactment of Sec-
tion 532 of this Act shall be distributed in
the following manner as a fair and equitable
disposition of such funds derived from bo-
nuses and rents and accrued interest there-
on through September 30, 1985:

[In millions of dollars]

State:
Louisiana .......................... .........
Texas ...........................................
California....................................
Alabam a.................................
Alsaka..................................
M iss issippi ..................................
Florida.........................................

635
424
375

73
46
15
0.03
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(2) The amounts derived from bonuses.

rents and royalties and accrued interest
thereon through September 30, 1985, re-
malning In the account after distribution to
the States under this subsection sisll be
transmitted to the miscellaneeus receipts
accounts of the United States Treasury.

(c) The acceptance of payment under this
section shall satisfy and release any and all
claims against the United States arising
under, or related to, section 8(g) of the
Outer Continental Shelf Lands Act, as
amended, as It was in effect prior to the
date of enactment of Section 532 of Uhi Act.

IMMOBLIZATION OP BOUNDA!rIS
Smc. 534. Section 2(b) of the Submerged

Lands Act (43 USC 1301(b)) is amended by
inserting before the semicolon at the end of
the subsection add a comma and the follow-
ing: "except that any boandary between a
State and the United States under this Act
which has been or is hereafter fixed by co-
ordinates under a final decree of the United
States Supreme Court shall remain immobi-
lized at the coordinates m-oeided under such
decree and shall not be aVbuistory.".

Mr. EVANS. Mr. President, I yield 5
minutes to myself.

The PRESIDING OFFICER. The
Senator form Washington is recog-
nized.

Mr. DOMENICI. Mr. President, will
the Senator yield 1 second to the Sen-
ator from New Mexico?

Mr. EVANS. I yield.
Mr. DOMENICI. Mr. President, I

yield the time in opposition to the dis-
tinguished Junior Senator from Louisi-
ana [Mr. JOHNSTON].

I thank the Senator.
The PRESIDING OFFICER. The

Senator from Washington.
Mr. EVANS. Mr. President, the

Outer Continental Shelf, section 8(g)
amendments that are included in the
budget reconciliation are a sham.
They were included in the reconcilia-
tion report passed by the Energy Com-
mittee only after a last-minute and
hastily arranged hearing for Mr.
Hodel on the morning of the markup.
Despite the short time and the opposi-
tion of the chairman and ranking mi-
nority member, the amendments
which I offered in committee were de-
feated only by an 8-to-10 vote.

Let me quote from a letter from Sec-
retary of the Interior Hodel, dated
September 20, 1985, expressing con-
cern to Senator McCLRax regarding
the OCS provisions of the reconcilia-
tion bill:

To amend that act (OCS Land Act
Amendments of 1978) now without even the
benefit of hearings on how those amend-
ments will affect a program that raises more
revenue for the Federal Government than
any other program short of the Federal
income tax is extremely unwise.

Above all else, we must remember
that this reconciliation bill is part of
our deficit reduction efforts. And I
suspect that the primary purpose of
handling this issue on the reconcilia-
tion bill is that It deals with large
amounts of money. In fact, money is
the overriding factor in this whole ar-
gument-and who gets how much.

DRAINAGE
In my view, however, the primary

issue is a simple one-geology. The
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clear intent of establishing the 8(g)
zones in 1978 was to compensate
States for any oil and gas actually
drained from State-submerged lands
by Federal lessees drilling in the first
3 miles of the Federal OCS, the 8(g)
zone. Nothing more and nothing less--
drainage only.

Yet title V, subtitle B, of the recon-
ciliation bil awards an arbitrary
figure-27 percent of bonuses, rents,
interest receipts, and royalties-from
Federal OCS lands without regard to
whether any drainage has actually oc-
curred or, ii fact, whether any
common pools exist from which drain-
age could even occur. I suggest that
this 27 percent is mighty generous
given the fact that expert geologists
agree that drainage from States range
from 1 percent to 4 percent.

What about State drainage of Feder-
al 8(g) tracts: And you should note
that the Energy Committee provision
does not even mention State drainage
of Federal tracts-but we are only
talking about Federal draining of a
State tract.

Perhaps we should look further into
this issue-the States sure do not
appear concerned about their draining
of Federal 8(g) tracts In a. reply brief
for the Secretary of the Interior, ap-
pellant, versus State of Texas: Show-
ing examvie of States lack of concern
for drah~ing oil/gas from shared pools
between State and Federal submerged
lands. Texas School Land Board, the
agency charged with the duty of ad-
ministering the State's submerged
lands, member Mr. Purse speaking to
Superior Oil leasing of State sub-
merged lands and the draining of Fed-
eral lands:

As I said before. what this whole thing is
predicated on is our being able to get more
ultimate recovery, but by reason of draining
the (Pederal) lands to the east. I mean that
is what the lynchpln of the whole thing is.
That is the only thing that I can see that
you have going for you. I am not against
that. I think that that is fine.

Of course they do.
Rzcouruxwv

In addition to the 27 percent of
rents, bonuses, and royalties going to
the States, the Energy Committee
measure provides for sharing revenues
from portions of tracts beyond the
8(g) zone. This measure requires that
100 percent of a tract's bonuses, rents,
and royalties be shared with the seven
States even where only a tiny portion
of it is within the 8(g) zones For ex-
ample, in the case of one tract off the
Texas coast, only 17 of 5,760 acres, or
0.3 percent of the total acres, are
within the 8(g) zone. But under the
committee bill, all the revenue from
this tract would be shared with the
States.

I have just described what I believe
are bad provisions included in this rec-
onciliation bill. But Just recently, it
has become even worse.

In a report filed with Judge Mentz
on October 24, 1985, in Louisana's sec-
tion 8(g) lawsuit, Louisiana claims that

TATk, November 14, 1985
S. 1730 gives Louisiana a right to 27
percent of the royalties since Septem-
ber 18, 1978, from all leases wholly or
partially within the 8(g) zone. This in-
cludes leases issued before the 8(g)
zone was even established. S. 1730 sup-
ports the attempts of Louisiana to
claim these additional revenues.

This result would be appalling. Lou-
isiana has twice failed to persuade
Judge Mentz that it should share in
revenues from pre-8(g) leases. And the
Fifth Circuit Court of Appeals refused
to hear Louisiana's interlocutory
appeal

The amendment I offer for myself
and my distinguished colleague from
Ohio generally provides for:

First. The escrowed section 8(g)
moneys are split on a 73 percent-27
percent basis. However, this only in-
cludes bonuses, rents, and interests re-
ceipts Royalties are distributed to the
States based on drainage from State
lands-Interior studies show (expert
geologists) drainage at an average of 1
percent to 4 percent

Second. Starting in fiscal year 1987
and extending to the years- beyond,
the Energy Committee measure rec-
ommends 37 percent of rents, bonuses,
Interest receipts, and royalties to the
States (27 percent share plus 10 per-
cent recoupment-provision provides
that States should get 10 percent of
bonuses, rents, interest, and royalties
each year until a total of $477 million
is distributed to the States). Under our
amendment, this allotment Is de-
creased to 27 percent for bonuses,
rents, and interest receipts and royal-
ties for any resource actually drained
from State-submergerd land-in es-
sence, recoupment is deleted.

Third. And the only time period In
question is after the creation of the
section 8(g) zone-September 18, 1978.

BUDGErARY CONSIS
Now allow me to turn to what

should most concern this body, as we
consider this bill to cut the deficit.

The bottomline is that the budget
reconciliation measure will: First, cost
an additional $580 million over the
fiscal year 1986 to fiscal year 1988
period compared to my amendment;
second, conservatively cost $7.3 to $8
billion over the next 30 years ($500
million due to recoupment) of which
$2.3 to $3 billion comes from revenues
generated from pre-1978 leases; and
third, give money to seven coastal
States which properly belongs to all
American taxpayers.

We must realize that our deficit
problems extend past fiscal year 1988.
In fact, the problem with the reconcil-
iation approach'is that we are estab-
lishing a permanent solution based on
3-year projections (fiscal year 1986-
fiscal year 1988) on-young leases that
won't reach maturity for another 5
years or so. The difference between
our amendment and the reconcdliation
provisions will be greatest after 1988.

The amendment offered by my coi-
league from Ohio and myself remains
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still a generous offer. Of the Current
section 8(g) moneya-$&l billion, 27
percent of the bonuses and rents, and
a percentage of royalties based on
drainage will be distributed to States
In addition, 27 percent of all future
bonuses and rents and of future royal-
ties based on drainage will be given to
the States. However, the distribution
of current and future royalty revenues
will come from 8(g) leases issued after
1978.

An additional 3-year $580 million
savings will be experienced over the
savings experienced under the recon-
ciliation bill-$242 million in fiscal
year 1986 alone-that is more than we
spend on 297 Federal domestic grant
assistance programs

Interior studies show a $7.3 to $8 bil-
lion payout over a 30-year period
under the reconciliation provisions. At
least $5 billion is based on new discov-
eries, especially off the California
coast-largest discovery in recent
years, second only to Prudhoe Bay-:
and the fact that full production of
these new discoveries are realized 8 to
15 years after discovery.

The remaining amount reflects roy-
alty revenues that are distributed
from leases issued before 1978-$800
million to $1 billion from 1978 to 1985
and $1.5 to $2 billion from revenues
generated beyond 1985.

In summary, my amendment would
justifiably award States 8(g) royalty
revenues based on the Federal Drain-
age of State resources, which expert
geologists indicate average drainage to
be 1 to 4 percent. Under the reconcilia-
tion approach, 27 percent of royalty
revenues will be distributed from
leases issued before and after the ex-
istence of the 8(g) zone. The cost-at
least $7.5 billion.

I close, Mr. President, by saying that
the White House very clearly has
pointed that out in the following
words:

The bill's provisions to settle the OCS
issue is unacceptable.

I agree with that provision.
Mr. GORTON. Mr. President, I am a

cosponsor of the amendment my col-
leagues, Mr. EvANs and Mr. MErz-
ElsAUM, are offering to revise section
8(g) of the Outer Continental Shelf
Lands Act. This amendment would re-
solve a dispute between seven coastal
States and the Federal Government as
to the fair and equitable distribution
of revenues from Federal offshore oil
and gas leases. Section 8(g) was en-
acted in 1978 to provide a means to
compensate States for losses due to
the draining of oil and gas from Feder-
al leases which involve common pools
underlying both State and Federal
waters.

Mr. President, I believe the Evans/
Metzenbaum amendment is far more
responsive to the mandate to reduce
Federal spending than the section 8(g)
provision passed by the Senate Corn-
mittee on Energy and Natural Re-
sources in its budget reconciliation
bill.

The Energy Committee's provision
would give coastal States 27 percent of
the rents, bonuses and royalty revenue
for oil and gas tracts lying wholly or
partially within the 8(g) zone-an area
3 to 6 miles off the coast of most
States. Under the Energy Committee's
scheme, these revenues would be given
to the States regardless of whether a
comnmon pool of oil or gas existed. In
other words, this provision would no
longer be a mechanism to compensate
States for drainage losses. It would be
an outright gift to the States of reve-
nue that rightfully belongs to the
American Fedral taxpayer.

Moreover, the Energy Committee's
provision is ambiguous as to whether
the distribution formula would apply
to leases issued prior to the enactment
of section 8(g) in 1978. Section 8(g)
does not contain any provision indiat-
ing it has retroactive effect. Twice a
U.S. district court in Louisiana has re-
Jected the State of Louisiana's argu-
ment that it is entitled to pre-1978
lease revenues. The fifth circuit has
also refused to hear such a claim.
Based on the language of the Energy
Committee's 8(g) provision, however,
the attorney general for the State of
Louisiana is once again asserting the
right to revenues from pre-1978 Feder-
al leases. This claim alone would cost
the United States $2.3 to $3 billion.

I find it disconcerting that the
Energy Committee has chosen a bill
intended to aehdeve savings in Govern-
ment spending Programs, as a vehicle
to give away billions of dollars of Fed-
eral revenue from offshore oil and gas
resources to a few coastal States.

It is estimated that the formula for
the distribution of revenues as passed
by the Energy Committee would cost
the Federal Government from $7.3 to
$8 billion in royalty revenues over the
next 30 years, and $580 million over
the next budget period. This is not
compensation, this is an outright raid
on the US. Treasury. At a point when
this body is struggling with very diffi:
cult fiscal issues, such as the debt limit
and the Gramm-Rudman amendment,
this effort on the part of a few coastal
States to grab more than their right-
ful share of Federal revenues seems
particularly egregious.

The amendment offered by Mr.
EvANS and Mr. METZEIBAUM will dS-
tribute the revenues from 8(g) leases
in a fair and equitable manner. The
States would receive 27 percent of the
bonuses and rents from any tract
which lies wholly within the 8(g) zone.
For tose tracts which lie partially
within the 8&g) zone, 27 percent of the
bonuses and rents would be given to
the States on the basis of the percent-
age of surface acreage which lies
within the zone. Royalty revenues
from common pools of oil and gas
would be distributed on the basis of
actual loss to the State. This amend-
ment would also clarify that States are
only entitled to a share of the reve-
nmes from leases occurring after 1978,
when section 8(g) was ermnefed

Mr. President, I hope that the ma-
jority of my colleagues will join with
me in supportng the aepnt of-
fered by Mr. ELm ]n& EOt! f, f
ENBAUTIM. Not ory ffl this amer*lment
save the Pederal Government billions
of dollars in revenue payments over
the next 30 years, It will also save an
additional $580 million over the 1986-
J8 budget6 period. Clearly, in these
thnes of mounting Federal deficits, we
amnply cannot afford the extremely
generous revenue distribution formula
proposed by the Energy Committee.

Mr. JOHNSTON. Mr. President, the
statement of the Senator from Wash-
ington is wrong, wrong, wrong, demon-
strably wrong, palpably wrong. And if
my colleagues will lend me their ears
for just a few minutes, I can show you
why it is wrong.

No. 1, it has been claimed in a literal
blitz of Dear Colleague letters that
what the Metzenbaum-Evans amend-
ment seeks to do is to grant the States
drainage. There is not one word about
drainage in this amendment-not a
word-and yet we are told, time and
time again, that that is what this
amendment would do is grant to the
States drainage.

Do you know what this amendment
does, Mr. President? If you look over
on page 3, it gives to the Secretary and
the Governor of a coastal State the
right to enter into an agreement to
divide revenues.

Now, how would the Senator from
Washington or the Senator from Ohio
feel if we had put in an amendment
that granted to the States all the
money and granted to the Federal
Government the right to come in and
ask the States for some money?

Mr. President, it is a permissive right
of the States to seek money. That is
all they have in their amendment.
There is no right granted to a State.
And let us make that clear to start
with.

Second, Mr. President, the amounts
of money that have been claimed that
this amendment would cost are noth-
ing short of preposterous, absolutely
preposterous. We are told at various
times by Secretary Hodel that it could
be $6 to $12 billion on September 24;
on September 17, he says $4 billion to
$5 bfllion; Senator MrzENBAUm says,
on October 11, $4.5 billion to $6.5 bil-
lion; and the latest Dear Colleague
letter says $4 billion plus $2.3 billion
to $3 billion, or about $7 billion. Abso-
lautely preposterous

Why do I say that, Mr. President?
Because there is not one study, there
is not one geology at all to support
those findings. Believe me, there is
not. We have tried our dead level best
to get from Interior any studies and
they say they do not exist.

There is only one study supported
by any geology on this whole subject,
and that has to do with the State of
Californta, and it does not support
more than $800 million in total re-
serves. And yet we are given this pre-
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posterous statement of $6 billion to
$12 billion.

Mr. President. I believe the Depart-
ment of the Interior, if they are the
ones who furnished these figures, is to
be condemned for furnishing that kind
of information. It is not correct and it
does not make sense, Mr. President.

If we were talking about $7.5 billion
worth of oil in the 8(g) zone, a little
strip of land 3 miles wide, you have to
have a total of $166 billion worth of oil
in that 3-mile strip-$166 billion. Why,
Mr. President, you would have to dis-
cover two or three Prudhoe Bays at
$70 a barrel in order to support that
kind of revenue. It is preposterous, ab-
solutely preposterous.

Mr. President, look at the revenue.
In 7YW years, the total amount pro-
duced for the States in the 8(g) zone is
a total of not $7.5 billion, but $180 mil-
lion. Now, that is $24 million a year. If
you multiply that by 30 years, that is
$720 million over a 30-year period at
the present rate of production.

Mr. President, please understand,
the figures from the Department of
the Interior are absolutely preposter-
ous, supported by no geology, support-
ed by no methodology, supported by
nothing except an ad hoc picking up
into the air for some figures and
throwing them out on this Senate
floor.

Mr. President, what the Department
of the Interior wants to do is have it
both ways. They want to come in here
and defeat the Synfuels Corporation,
which they have done by saying that
the claims are preposterous because
they are based on $70-a-barrel oil. And
we defeated that. Then they want to
come back here, on the other side, and
say, "But, yes, oil is worth $70 a barrel
and we are going to find $166 billion
worth of oil in the 8(G) zone, a little
strip 3 miles wide.

Let me tell you, Mr. President, if
there is that kind of oil in that 3-mile-
wide strip, we do not need to worry
about Middle Eastern oil.

The PRESIDING OFFICER. The
Senator's 5 minutes allocated for him-
self has expired.

Mr. JOHNSTON. I yield myself 1 ad-
ditional minute, Mr. President.

Mr. President, our legislation is con-
sistent with what the House has done,
what two committees of the House
have done, what the chairman of the
Budget Committee in the Senate has
done, and the chairman of the Budget
Committee in the House has done.
And what the House floor has done is
consistent with the only Federal court
decision on the subject, that one in
Texas, and It is also consistent with
what the Department of the Interior
has done in Texas..

Mr. President, I hope the Senate will
uphold the position of the committee.
I reserve the remainder of my time.

Mr. EVANS. Mr. President, I wonder
if the Senator from Louisiana would
give me an explicit and short answer
to the question of whether he then
would be willing to put a cap of $810

million on the total amount to be dis-
tributed to the States over the next 30
years?

Mr. JOHNSTON. I would say to my
colleague that I was approached earli-
er on the question of putting caps, and
I said if the Department of the Interi-
or and OMB want to negotiate serious-
ly on that, we are ready to do business.
We did not hear another thing. If you
want to ask me, do I want to bargain
against myself on the floor, and then
have to later bargain with OMB or the
White House, the answer is no, not at
this point.

But I was willing to earlier, and the
Department of the Interior knows
that.

Mr. EVANS. I thank the Senator.
Mr. MURKOWSKI. Mr. President, I

wonder if I can ask my colleague for 3
minutes for a statement.

Mr. JOHNSTON. I yield 1 minute.
Mr. MURKOWSKI. I thank my col-

league.
I support the Senate Energy and

Natural Resources Committee position
for a fair and equitable distribution,
and I Join with my colleague, the
senior Senator from Alaska, Senator
STzvmqs, in citing that the formula for
sharing is a modest one. But I would
like to indicate the ample reason why
States should share in the revenues.

There is an impact-the infrastruc-
ture, the burdens to the State, the so-
cioeconomic and school requirements
environmental risks, atll of which asso-
ciate themselves with sharing for a
small amount of only 27 percent of the
revenues generated by leases falling
within a very narrow 3-mile zone of
the Outer Continental Shelf recogniz-
ing that the States receive 50 percent
of all revenues generated by all other
oil, gas, and other mineral leases on
Federal and onshore lands.

So it is obvious, Mr. President, that
this is an equitable action taken by
the Energy Committee. I urge my col-
leagues to reject the amendment on
the floor, and support the Energy
Committee's provision.

Mr. DURENBERGER addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Minnesota.

Mr. DURENBERGER. Mr. Presi-
dent, will my colleague from Washing-
ton yield me a minute?

Mr. EVANS. I do indeed yield a
minute to my distinguished colleague
from Minnesota.

Mr. DURENBERGER Mr. Presi-
dent, our colleague from Louisiana is
wrong, wrong, wrong, and our col-
league from Washington is right,
right, right.

Mr. President, I rise in support of
the Evans/Metzenbaum amendment
to distribute OCS 8(g) revenues to aff-
fected coastal States in accordance
with the budget reconciliation instruc-
tions.

There are some issues which lurk in
the shadows of this institution just
waiting for the opportunity to slip
through unnoticed. And sharing reve-

nues from Federal OSC activities with
coastal States is one of them.

I have had some experience with
this issue as chairman of the Subcom-
mittee on Intergovernmental Rela-
tions. It was in that role that I op-
posed the so called "Outer Continen-
tal Shelf Revenue Sharing bill." This
was a $300 million program with a 5
percent per year growth rate built in
which would have added almost $1 bil-
lion to the Federal deficit.

If my colleagues will recall, when this
bill was reported, it provoked such op-
position that it was never brought to
the floor. And later that year, when
proponents attempted to slip it
through on a fisheries bill we were
able to send it back into the shadows.

What we have before us today in the
reconciliation measure reported by the
Senate Energy Committee is another
attempt by proponents of OCS reve-
nue sharing to take a larger than fair
slice of the Federal pie.

The committee language goes far
beyond the reconciliation instructions
contained in Senate Concurrent Reso-
lution 32. The budget resolution as-
sumed enactment of legislation to
settle the 8(g) dispute by giving States
a 27-percent share of the bonuses and
rents that have been generated in the
8(g) area. Such an amendment would
bring $4.509 billion into the U.S.
Treasury in fiscal year 1986 and $1.768
in fiscal year 1986-87 by freeing up 73
percent of the escrowed 8(g) funds.
The balance-$1.832 billion-would be
distributed to the affected States.

While it appears that the committee
exceeded their target, what the com-
mittee did, in effect, was change the
size of the 8(g) pot by including royal-
ties, allowing the States to share reve-
nues from tracts straddling the 8(g)
zone and making these changes retro-
active back to the 1978 OCS Lands Act
which created the 8(g) account.

This slight of hand will actually cost
the Federal Government, at best
nearly $6 billion, and at worst $8 bil-
lion, over the next 30 years. That's $6
or $8 billion that could go to reducing
the Federal deficit or to the States
through the land and water conserva-
tion fund. It is a raid on the Treasury,
and it is greed, pure greed on the part
of the benefiting coastal States; Texas,
Louisiana, California, Alaska, Ala-
bama, Mississippi, and Florida.

But beyond the fact that it rapes the
Federal Government, there are sound
reasons to oppose this change. It is
poor policy. What it does is provide
no-strings-attached Federal dollars, to
seven States at the expense of the
other 43 States.

I ask unanimous consent that a
chart showing the net effect to the
taxpayers of each State be inserted in
the RECORD at this point. This chart
shows very clearly the winners and
losers of the Energy Committee's pro-
posaL

There being no objection, the table
was ordered to be printed in the
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Mr. DURENBERGER. Mr. Presi-
dent, the proponents argue that it ful-
fills section 8(g) of the OCS Lands Act
Amendments of 1978 by providing for
the "fair and equitable" distribution
of revenues from 8(g) leasing activi-
ties.

When Congress passed the Outer
Continental Shelf Lands Act Amend-
ments in 1978. it had a specific prob-
lem in mind, drainage. The basis of
this problem was the common law rule
of capture which applied to oil and gas
production. Under this rule, a commoa
pool of oil or gas underlying both
State and Federal submerged lands
would belong to whoever first pro-
duces it from either side of the juris-
dictional line. If the Federal Govern-
ment were to develop OCS resources
adjacent to State submerged lands, ad-

Jacent States and would be faced with
potential drainage of common oil and
gas pools underlying state submerged
lands. While those States could drill
offset wells to Federal leases to pro-
tect their right to pursue the resource,
this would lead to an inefficient dou-
bling of the amount of drilling actiul-
ty.

To solve this dilemma Congress
chose, when they enacted the OCS
Lands Act, to share revenues produced
from Federal leases, in the 3-mile zone
off of State waters, with coastal States
from such common oil and gas pools.
It was the intent of the budget resolu-
tion to settle the distribution of these
revenues once and for all. Unfortu-
nately, members got greedy and took
more than what was fair and equita-
ble.

Mr. President, the opponents of this
amendment contend that this division
is equitable on two grounds. First, it Is
contended that OCS mineral develop-
ment is the only exception to a long-
standing Federal policy of sharing
with affected States, a significant por-
tion of receipts from resource develop.
ment activities on federally owned
lands. I take exception with this asser-
tion on two counts. First, although
funds are not specifically earmarked
from OCS receipts, Congress has in
fact recognized that off-shore develop-
ment produces some adverse effects on
coastal States and has created specific
programs to deal with the problem.
The Coastal Zone Management Pro-
grams were finded at $36 million in
fiscal year I up from $28 million in
fiscal year 1984. And, these programs
exist exclusively for the benefit of
coastal States.

My second exception to the so-called
equity argument is that a comparison
of off-shore receipts with on-shore re-
ceipts is misleading and invalid. The
status of on-shore Federal lands was in
dispute from the time the States con-
taining this land came into the Union.
This dispute was settled, for the most
part, with the passage of the Mlaeral
I.easing Act of 1921, in which it was
agreed that the Federal Government
would retain possession of these lands
and their minerals. But, in exchange,
the Federal Government agreed to
share a portion of the receipts from
these lands with the State in which
the lands lay.

The payments-in-lieu-of-taxes pro-
grams, exist for entirely different rea-
sons than revenue sharing programs.
Federal property is tax exempt, but
States containing this property must
provide public services for it. Congress
recognized that the local governments
providing the public services should be
compensated, since they could not levy
their property tax These are not
."shared receipts" in the true sense.
They represent Congress' best judg-
ment as to the burden these lands
place on State and local governments.
In this sense, PILT programs resemble
more the coastal zone management
programs than shared revenues.

The status of off-shore land is quite
different Prior to World war II, most
coastal States cda ed jurisdiction
over submerged lands extending out-
ward from the coast to a 3-mile limit.
In 194t, President Truman issued a
proclamation asserting Federal juris-
diction beyond the 3-mile limit. This
was not disputed by the States. Then,
in 1947, the Supreme Court ruled that,
contrary to State claims, the Federal
Government also had jurisdiction over
submerged lands up to the 3-mile
limit. Finally, in 1953, Congress reject-
ed this view and passed the Sub-
merged Lands Act to overturn the Su-
preme Court's decision. In other
words, Congress gave States jurisdic-
tion over submerged lands up to the 3-
mile limit, lock, stock, and barrel. The
1953 act went so far as to give some
coastal States jurisdiction extending
out to as much as 10.5 nautical miles
to reflect prior boundary claims.

So, Mr. President, it is true that the
Federal Government does not share
revenues from off-shore lands over
which there has been an historic dis-
pute, as with on-shore lands. Instead,
Congress aetually gave these lands
outright to the coastal States. If there
is a question of "inequity" involved, it
is certainly not one of injustice done
to the coastal States. What the com-
mittee has sought to do is abuse the
generosity of the Federal Govern-
ment.

The second "equity" argument is
that the development of off-shore
lands produces adverse social and eco-
nomic effects on the coastal States,
and further, that current Federal
policy does not address these detri-
mental impacts. The fact that such de-
velopmental impacts exist is not at
issue. As I indicated earlier, Congress
recognizes that they exist and has
made provision for compensating
coastal States in the coastal zone man-
aganent programs.

The more appropriate question is,
How detrimental are the effects of off-
shore development? Coastal States
claim they are substantial and that ex-
isting programs do not adequately ad-
dress them. Beyond the fact the Fed-
eral Government takes almost total re-
sponsibility for the environmental
damage that might occur from off-
shore development, the problems that
have been encountered in letting off-
shore leases demonstrates the control
States have over any development.

A 1982 GAO report sheds consider-
able Iight on this question. I ask unan-
imous consent that the relevant por-
tion of that report be printed in the
RECORD at this point.

There being no objection, the mate-
rial was ordered to be printed in the
RzcoaDas follows:

EmWmY DvDLonMxTr Zausrs VARYZIO
IMPACTS AND R.sPONS!S

Energy development effects on a commu-
rity can be 4aeed ha phases. At the begin-
%3ng of the deveto~ment phase, public
sector coes for facilities and services rise
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much faster than the revenues generated.
This can produce negative socioeconomic ef-
fects on the host community. These impacts
usually stem from the influx of energy
workers and their families which increase
an area's population to the point of burden-
ing the existing housing and public facilities
and services Some problems which might
occur Include a short supply of permanent
and rental housing, inadequate solid waste
disposal, and overburdened medical facili-
ties, schools, transportation systems, and
law enforcement. Also, the ability of com-
munities to handle these impacts vary de-
pending on the size of the existing popula-
tion, the infrastructure in place at the time
of the impacts, and the resources available
to the community.

As the development phase ends, revenues
generally outrun costs by a wider margin
than costs exceeded revenues prior to the
development. This is because energy devel-
opment usually brings significant economic
benefits to an area. For example, new popu-
lation generally biings an increased tax base
in the form of property and sales tax. Also,
in some cases revenue is generated by sever-
ance tax on the minerals produced. Energy
development brings employment opportuni-
ties to the area not only in the energy in-
dustry itself, but also in the services re-
quired by the new population.

An August 1980 Department of Commerce
study states that for the coastal zone areas
there are only rate instances that the public
costs of correcting socioeconomic effects are
not compensated by later increases in public
revenue. While this may be-true, there are
instances where this and the other condi-
tions described above may not exist.

One is if the deficit is not followed by a
revenue surplus as in OCS development
wher the States and communities are not
able to tax the actual energy facility but are
limited to taxing onshore support facilites.
The same situation could also exist if the
revenue generated goes to the State level
and is not passed back to the local commu-
nity being impacted.

There are also cases in the coastal zone
where an area has an underutilized infra-
structure capacity which may or may not be
usuable, has significant unemployment, or
is a very large community. For example in
the Atlantic region, States such as New
Jersey and Massachusetts encourage locat-
ing facilities In areas with underutilized in-
frastructrue capacity. In this case, unless
the infrastructure would require upgrading,
the effects of increased energy development
could probably be absorbed by the area.

Mr. DURENBERGER. This report
found that in general, "only (in) rare
instances are the public costs of cor-
recting socioeconomic effects not com-
pensated by later increases in public
revenue."

Mr. President, I think any prudent
observer must conclude that there is a
genuine Federal responsibility to help
mitigate the impacts of offshore devel-
opment. I also believe that any objec-
tive observer must conclude, after
close study, that current funding of
the programs designed to address de-
velopment costs has not been so low as
to create serious -problems for coastal
States. If there is a problem, I pledge
my support to strengthen the appro-
priate programs to see that the job
gets done fully.

No one objects, including this Sena-
tor, to compensating States for drain-
ing of oil and gas from their lands
caused directly by Federal drilling ac-

tivity within the 8(g) zone. That is
why we created the 8(g) zone in the
first place.

But what we have before us goes
way beyond the definition of "fair and
equitable." It has nothing to do with
equity, fairness, or justice and has ev-
erything to do with greed, deception,
and a slight of hand. It has nothing to
do with reducing the Federal deficit, a
goal whose means we in this body
debate tirelessly day after day. Rather
it robs the Treasury to hand seven
coastal States an unearned multibil-
lion-dollar windfall to their State
treasuries. And unearned it is.

Mr. President, I will conclude and
urge my colleagues to support the
Evans/Metzenbaum amendment and
make a significant contribution to re-
ducing the deficit.

Let me make two quick points. First,
the opponents of this amendment con-
tend the division is equitable on two
grounds. First, it is contended that
OC8 mineral development is the only
exception to a longstanding Federal
policy of sharing revenue with affect-
ed States or sharing receipts from re-
source development.

I take exception to that argument
on two counts. First, although funds
are not specifically earmarked for
OCS receipts, Congress has in fact rec-
ognized that offshore development
produces some adverse effect on coast-
al States, and creates specific pro-
grams to deal with that problem.

The PRESIDING OFFICER. The
Senator's time has expired

Mr. DURENBERGER. Most of the
programs are for the excluslve bene-
fits of coastal States.

Mr. BE$TSEN. Mr. President, I ask
unanimous consent that I may speak
for 2 minutes.

Mr. JOHNSON. Mr. President, I
yield 2 minutes to the distinguished
Senator from Texas.

Mr. BENTSEN. I thank the Senator
very much.

The PRESIDING OFFICER. The
Senator from Texas is recognized.

Mr. BENTSEN. Mr. President, I urge
my colleagues to reject the pending
amendment. If it is adopted, the seven
coastal States will have no where to
turn but the Federal courts. Rather
than resolving the issue once and far
all with the legislation reported from
the Senate Energy Committee, we will
see years on continued litigation on
the matter. That result is unfair and
unnecessary. I would like commend
the Senator from Louisiana [Mr.
JOHNSTON] for his outstanding work in
resolving seven years of dispute be-
tween the Federal Government and
the coastal States. His proposal to sec-
tion 8(g) of the Outer Continental
Shelf Lands Act which was passed by
the Senate Energy Committee is nec-
essary to end that dispute and settle
litigation between the Department of
the Interior and the coastal States.

The original section 8(g) required a
fair and equitable division of Federal
revenues from leases of submerged

Federal lands within a 3-mile zone ad-
jacent to coastal States submerged
lands. That division of Federal bonus,
royalty and other revenues was to be
negotiated between the Secretary of
the Interior and the Governor of the
coastal State. If they could not agree,
a Federal district court was to decide
what was fair and equitable.

Because the Secretary of the Interi-
or never offered a coastal Governor
more than mere compensation for
drainage of the State's oil and gas by a
Federal lessee, no complete agreement
was ever reached with any State.
Three States are now in litigation; and
unless the amendment adopted by the
Energy Committee passes, other coast-
al States are prepared to follow. That
chain of litigation threatens to under-
mine the entire Federal OCS leasing
program at a time when we need to be
encouraging as much domestic produc-
tion as possible. In 1978 the Congress
wisely recognized that it takes more
than words to meet the goal of energy
independence for this country. The oil
and gas resources of the OCS are be-
lieved by most knowledgeable observ-
ers to be an important part of a total
domestic resource base which can be
developed to insure that our national
security is not jeopardized by an
unwise and excessive dependence on
foreign oil and gas supplies.

The 8(g) solution approved not only
by the Senate Energy Committee but
also by the House Interior and Mer-
chant Marine Committees specifically
defines a fair and equitable division
for both past and future lease sales.
The solution is a compromise between
what the Department of the Interior
has offered to give to the States and
what the States felt they were entitled
to receive.

The compromise represented by the
27 percent figure in the committee
proposal is similar to that reached by
Judge Parker in the only 8(g) case
which has been tried on the merits.
Judge Parker awarded Texas the
equivalent of 27 percent of all the bo-
nuses from the four sales which were
the subject of that suit. The 27-per-
cent figure is also the middle ground
between the 16%-percent settlement
offer made by Secretary Clark after
Judge Parker's ruling and the 37%/-
percent response by the governors.

The current escrow account which
consists of revenues from all 8(g) sales
held over the last 7 years is to be divid-
ed by giving the Federal Government
$4.0 billion and by giving the States
the shares of bonus revenues set out in
the bill as well as 27 percent of royal-
ties. Thus, this provision meets the re-
quirements of budgetary savings re-
quired by the budget reconciliation in-
structions and resolves future disputes
as well.

Mr. President, for future lease sales,
the Federal Government will receive
73 percent of all bonuses, rents and
royalties while 27 percent of those rev-
enues will go to the adjacent coastal
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States. Both State and Federal oil and
gas will be protected from drainage by
unitization or other royalty sharing
agreements.

As part of this compromise, the
States are surrendering some of their
claims. Two Federal district courts
have agreed that Federal tax revenue
from 8(g) leases is subject to division
under certain circumstances. The
States have agreed to surrender their
claim to that tax revenue. Other pend-
ing State claims which have not yet
been litigated will also be set aside.

When we compare this settlement
with Federal onshore leases, this com-
promise does not come close to giving
the coastal States the same percentage
share of mineral revenues which are
given to inland States under the Min-
eral Lands Leasing Act. Those States
receive 50 percent of bonuses, rents
and royalties. Under some circum-
stances, for instance, coal leasing, the
mineral leasing States realize 90 per-
cent of all royalty income. Even
though the coastal States will receive
only 27 percent of the section 8(g) rev-
enues, they will have to provide all of
the same governmental services that
the inland States provide their fami-
lies and workers-schools, roads, police
and fire protection, and environmental
reclamation.

Mr. President, I believe that the 27-
percent share of Federal revenue for
the coastal States cannot be described
as too generous. It represents the min-
imum amount which can be viewed as
fair and which can bring 7 years of liti-
gation to an end.

RcorVKrrT or PRORATED REVSNUTS

We have seen during the last 7
years, the Department of the Interior
either refused to deposit or withdrew
revenues which should have been In
the section 8(g) escrow account. The
recoupment provision in the commit-
tee bill simply restores to the States
their share of those revenues.

When section 8(g) first became law,
the Department of the Interior depos-
ited into escrow all bonus payments
from tracts which were either wholly
or partially within the 8(g) zone. Inte-
rior debated internally whether it
should draw its tracts so that all of
the acreage would be wholly within
the 8(g) zone. Having decided that it
would not draw the tracts so precisely,
Interior correctly decided that all rev-
enues received for a tract should prop-
erly be deposited into escrow.

Beginning in 1981, under pressure
from the Office of Management and
Budget, Interior began to divert
money from the 8(g) escrow account
into the miscellaneous receipts ac-
count in the Treasury. The means
chosen to meet that objective involved
those tracts which were partially
within and partially beyond the 8(g)
zone. Interior began to prorate bonus
payments on the basis of the surface
acreage of the tract which was entire-
ly within the 8(g) zone. It placed a
proportionate share of the bonus pay-
ment for a given tract attributable to

the number of acres entirely within
the 8(g) zone in escrow; the rest was to
be deposited directly into miscellane-
ous receipts.

Mr. President, the Department of
the Interior notified my State of its
intent to withdraw funds from escrow
in accordance with this proration
scheme. Texas obtained an injunction
from a Federal district court in which
Judge Parker directed Interior not to
withdraw any funds and to deposit all
revenues from future sales in escrow.
The Department of the Interior with-
drew those revenues anyway. In addi-
tion, the Department applied the pro-
ration principle to other States and
other lease sales as well. Judge Park-
er's opinion specifically directs all rev-
enues to be deposited so that they can
be taken into account in arriving at a
fair and equitable division. A Federal
court in Louisiana has concurred in
this decision.

The Department of the Interior has
known from the outset that its prac-
tice of prorating revenues was improp-
er. However, the Department of the
Interior has used proration as a tool to
reduce the amount of money in which
the States would be entitled to share.
When Judge Parker entered his judg-
ment, he took the entire bonus into ac-
count and not just the prorated bonus,
reversing Interior's prior actions.

The Department of the Interior has
tried to create the impression that vir-
tually all of the acreage of these tracts
which are partially within and partial-
ly beyond the 8(g) zone actually lies
beyond the 8(g) zone, That is simply
not true. In fact, for Texas, over half
of the acreage of these-tracts is within
the 8(g) zone.

One point that needs to be made,
Mr. President, is that the States do
not seek to recover this money from
current Federal revenue. The States
do not seek to recover this money in a
single payment from future 8(g) reve-
nue. The States do.not seek to recover
this money from noil-8(g) sources.
Rather, the States have agreed to re-
cover their share of wrongfully with-
held revenues at the rate of 10 percent
per year from future Federal 8(g) reve-
nues. If the Department of the Interi-
or had properly left these revenues in
escrow, the States would receive their
fair share this year. In fact, by delay-
ing the receipt until future years.
those shares are reduced in their
present value. However, we have not
sought an additive to prevent the ero-
sion of the present value of the State's
share under this payout plan.

Further, recoupment does not pro-
vide a windfall to the coastal States as
some would argue. It simply provides a
mechanism for the States to recover a
share of revenues which the Depart-
ment of the Interior withheld or with-
drew from the 8(g) escrow account.
Judge Parker told the Department
that if it had drawn the tract lines to
coincide with the 8(g) zone, this issue
would not be a problem. Interior has
since followed his advise and new

tracts coincide with the 8(g) zone.
However, since the Department had
the power to draw the tracts and
chose to let the tracts overlap, all reve-
nues must be deposited to safeguard
against abuse.

ROYALTY INCOME

Mr. President, the State must be
permitted to share royalty income in
addition to drainage compensation.
Current law specifically says that roy-
alties are to be shared. That right is
not limited in the statute to drainage.
It is in fact possible that the refusal to
share at least past royalties with the
States would be unconstitutional.

The only revenue source which con-
tainues over the life of a producing
well is the royalty payment. Conse-
quently, it is the only revenue source
Whuch would be available to help
States deal with problems which arise
from continued offshore activity.

The current law has been construed
by two Federal district courts to enti-
tie the States to share in all Federal
revenues from these leases. Royalty
income is a major revenue source.
Under the former nomination process,
royalty income on average constituted
about one-third of all revenue from a
lease. Under the Department of the
Interior's new area wide leasing, royal-
ty income has become a much larger
share of the total income because
bonds receipts have declined so dra-
matically.

The Department of the Interior and
OMB have argued that permitting
States to share royalty income will
cost the Treasury $4 to $5 billion over
the 30-year period. Nothing in the past
7 years of experience in 8(g) support
that kind of production. After 7 years,
barely $200 million in total 8(g) royal-
ty payments are in escrow. The Con-
gressional Budget Office projects an
optimistic $100 million a year in total
8(g) royalty income. The State share
of that would only be $27 million a
year. Under CBO assumptions, total
royalty income from the 8(g) zone over
a 30-year period would be only $3 bil-
lion and the State share would be $810
million. For OMB and Interior's asser-
tions to be correct, the total royalty
income would have to be greater than
$16 to $20 billion. That projection is
simply not credible.

CONCLUSION

I would hope that my colleagues
would reject the pending amendment
and let the Energy Committee's legis-
lation settle the entire issue. This will
avoid the inevitable recurrence of
future disputes between the States
and the Federal Government.

Although the Committec's proposal
offers the States considerably less
than we sought, we feel that it is a fair
and equitable resolution to a long
standing problem. We believe this leg-
islation will end current and future
litigation over the 8(g) issue. By giving
the States a small stake in revenues
from a small area of the OCS, it will
actually spur OCS development and
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help us strive for energy self-sufficien-
cy.

Mr. WILSON addressed the Chair.
The PRESIDING OFFICER. The

Senator from California
Mr. WILSON. Mr. President, I rise

in opposition to this amendment.
While I have the greatest respect for
my colleagues who have offered this
amendment and as a general rule,
closely identify with their motivation
which is to reduce the budget deficit, I
cannot in good conscience support any
proposal to fatten the Federal Treas-
ury at the expense of California and
other coastal States whose OCS is
being exploited to benefit national
energy needs.

And that is exactly what this amend-
ment proposes to do. As I understand
the proposal before us now, oil and gas
royalty revennues from the so-called
8(g) zone would not be shared with the
affected coastra State except to the
extent that these resources are drawn
from State submerged lands,

By providing only that States shall
be compensated for oil that is drawn
from State lands. this amendment
misses entirely one of the primary ob-
jectives of the so-called 8(g) program.

That objective is to compensate
States for impacts to their environ-
ment and infrastructure caused by
Federal OC0 development.

We are not talking about sharing
revenues from all OCS development
with affected States, the language in
the bfil before us today relates only to
the 8g) zone-the 3-mile belt adjacent
to the State territorial waters. On-
shore impacts from OCS development
can be severe, and why States
shouldn't be compensated for these
impacts Is unclear to me. Compensa-
tion was elearfy contemplated in the
1978 OC8 LSrrf Act, and I am not
aware of any developments since then
that would compel certain of my col-
leagues to seek to strike this provision
of law.

Indeed, if we are to depart from the
principle that tates and localities
should be compensated for impacts
from Federal activities, do we also
strike the 1-percent Timber Receipt
Sharing Program and the 50-percent
Mineral Leasng Revenue Sharing Pro-
gram? I think not, and I would strong-
ly suspect that there are quite a few of
my colleagues who would oppose any
such proposal.

Yet, we have before us an amend-
ment that would treat offshore oil and
gas revenues differently than timber
and mineral leasing revenues. In fact,
this amendment sets up a situation
where inland States will continue to
receive 50 percent of Federal revenues
from onshore oil and gas leasing on
Federal lands, but coastal States will
get no share of offshor revenues
except to the extent that these reve-
nues are derived in part from State
lands.

This kind of discriminatory treat-
ment is not Justified. There is no di1-
ference in my mind between sharing

onshore oil and gas leasing revenues
with a State of origin which is expect-
ed to maintain the roads used by hun-
dreds of heavy duty oil trucks servrc-
ing oil fields on Federal lands, and
Port Hueneme in southern California
which is expected to maintain expen-
sive port facilities for the many vessels
that service Federal OCS operations in
the Santa Barbara charmel.

Infrastructure needs do not stop
with adequate pier and wharf facili-
ties. Adequate housing, schools, roads,
sewer, water, police and fire protec-
tion, and traffic systems are required
to keep up with a growing OCS incds-
try-and it is growing in the waters of
Calfornla At least threesnew produc-
ing platforms off of Santa Barbara
County alone are scheduled for conm-
pletion soon.

If we accept this amendment which
will deny these coastal camunmdfes
their fair share of the pube revenues
from the OCS operations, onshore
businesses that cannot escape the
taxing urisdktion of the State and lo-
cality will have to shoulder an unfair
tax burden. They are the ones who
will have to firnaee the maintenance
of an infrastructure used by the off-
shore industry located in Federal
waters. In effect, t{V amendment
would unfairly require ohoren busi-
nesses to subsidize Federal OC oper-
ations.

But infrastructure impacts are not
the only thing States and localities
should be compensated for. Compensa-
tion for environmental impacts is
equally rs important Por California,
air Quafty impacts are one of the big-
gest concerns. Because the prevailing
winds off of California are onshore
winda OCS activity is strongly sus-
pected of aggravating an already seri-
ow problem with othode ah quality.

Stiaring 8(g) revenues wth the State
of origin will help to compensate for
this kind of envIronmental impact.
These moneys can be pit to good use.
I am informed, for example, that the
south coast air quality management
district serving the Los Angeles basin
and responsible for implementation of
the Clean Air Act could we the 8(g)
moneys provided for in the reconcilia-
tion bill to subsidize ride sharing pro-
grams. In this way, 8(g) moneys can be
used to indirectly help mitigate air
pollution caused by OC oil and gas
production.

Compensation--not revenue-shar-
ing-is the rationale for for the 8(g)
programr If we are to compensate
inland States for impacts to their envi-
ronment and infrastructure caused by
Federal activties, so should we con-
pensste coastal States The argument
against this amendment on the
grounds that Kt s Inequitable is clear,
and I do not see how the amendment's
sponsors can possibly refute it

Mr. President, when I am confronted
with the type of amendmen that we
have before us today, I wander why
some of my colleagues have a dEfifcut
time understanding my positon i

favor of continuing the moratornum on
developing certain OCS sections off
the California coast. How can I sup-
port exploiting California's precious
resources when California is expected
to pay for this development without
being able to reap its fair share of the
benefits? Certainly, there are other
important Issues that have to be re-
solved in my mind before I can sup-
port lifting the existing California
OCS moratorium, but the. question of
compensation has to be one of the
most important issues.

Gov. George Deukmejian of Califor-
nia supports the 8g> language as re-
ported out by the Budget Committee
and I ask may colleague to jIlo me ku
opposing this amendment or any other
proposal to modify tVb, language.

I ask the manager of the bfl to yield
2 minute

Mr. JO lNSWON. Mr. President, 1
think I have orny I miute left I re-
served that for the distinguished
chairman of the Energy Cbmittee.

Mr. W -ILSON. We hare no time Teft?
Mr. JOHNSTON. We have only 1

minute left.
Mr. MURKOWSKI. Mr. President, I

support the provisions of S. 1730 that
provide for a fair and equitable shar-
ing of offshore oil and gas revenues
between the Federal Government and
the States.

I am opposed to the amendment cur-
rently before the Senate which would
significantly modify those provis(fs.

The Energy Committee provwiiois of
S. 1730 constitute an effort to resolve
an issue which has existed since 1978
when Congress amended the Outer
Continental Shelf Iands Act Sectio
8(g) of those amndments created a 3-
mile zone on the Outer Coainental
Shelf [OCS1 Immediately adacent to
the States' seaward boudar and pro-
vided that revemes generated by Fed-
eral oil and gas leases In that zme
should be shared in a fair and equita-
ble manner with the States. This zone
has become known as the St) zonrm
The Department of the Interior and
the coastal States were unabte in the 7
years since 1978 to reach ea agree-
ment on what "fair and equitable"
meant. The Energy Comlttee has
now defined those terms and etab-
lished a simple formula for dividing
the revenues from the 84g) aone.

The committee's prvim is not a
ripoff of the Federal Treasury as the
amendments sponsors would have you
believe. The rwisio establishes a
formula for shring which is modest
By giving coastal States only 27 per-
cent of revenues generated by oil and
gas leass In a very laited area of the
Continental Shelf, tt attempts to lxo-
vide coastal States with a ramall por-
tion of substantial reveus generated
by oil and gas development off their
shors.

There are ample reasns why States
should share in theo revenues. Oi1
wells hn Federal waters drain resourte
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from State lands. The States should
be compensated for that drainage.

Offshore oil and gas exploration and
development also impose heavy bur-
dens on coastal States. They must
create the infrastructure necesary to
support that exploration and develop-
ment. States mustmeet the increased
demand for schools, social services1
and other amenities brought about by
that activity. The States bear the risk
of possible environmental damage
from offshore oil productio Fially,
the value of Federal oi and gas leases
is enhanced by oil and gas exploration
carried out in State waters. As an equi-
table matter, the States deserve a
share of the Federal revenues for
these contributions

I want to emphasize again that the
Energy Committee formula provides
for sharing of 27 percent of the reve-
nues generated by leases falling within
a very narrow 3-mile zone of the Outer
Continental Shelf.

To put this formula in perspective;
States receive 50 percent of all reve-
nues generated by oi, gas, and other
mineral leases on all Federal lands
within their borders.

It is also useful to put the revenue
figures involved in perspective. Since
1954 the Federal GCovernment has col-
lected over $76 billion from all Outer
Continental Shelf oil and gas leases.
In present cash outlays the States are
going to receive less than 2 percent of
this total. There is absolutely no
reason to believe that this percent of
total OCS revenues going to the States
under the energy committee proposal
in the future will be any larger.

The opponents of the Energy Com-
mittee proposal have also inaccurately
characterized that proposal as a case
of 7 States stealing from the other 43.
Only seven States will receive benefits
now because Federal oil and gas leases
have been issued offshore of only
those seven States. It is likely that
OCS activity will occur offshore addi-
tional States in the future. Those
States will receive the modest benefits
of this provision. In recognition of this
fact, the coastal States organization,
representing some 35 coastal States
and Territories, has endorsed the
Energy Committee action.

Mr. President, I would now like to
examine the substance of the amend-
ment being offered. This amendment
changes the Energy Committee provi-
sion in three ways. First, it requires
future rents and bonuses to be prora-
tioned according to the percentage of
surface acreage of the lease tract lying
in the 8(g) zone before they are divid-
ed with States. Second, it eliminates a
mechanism for the States to recoup a
deficiency in the escrow account hold
ing the 8(g) zone revenues generated
since 1978. Third, it permits the Feder-
al Government to retain all future
royalties from leases in 8(g) zone in-
stead of sharing those royalties with
the coastal States as the 1978 law ex-
pressly required.
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These changes have serious eone-

quences for coastal States Each of
them needs to be exlamled indlvidual-
ly. However, I bel I s necessary to
first address the fwidamental premise
of the amendment-that the Energy
Committee provision is a budget
buster and a ripoff.

The argument that this provision is
a mdget buster is based on a projec-
tion that it will cost the Federal Treas-
ury some $4 to $6 billion over the next
30 years. I have also seen some est-
mates of $6 to $12 billion. This proJec-
tion is not credible. The past 7 years
experience t the 8(g) zone does not
support the proection. Only $200 mil-
lion in royaltietmas been generated In
8(g) zone since 1978. Furthermore, the
Congressional Budget Office estimates
that the 8(g) zone will produce only
$100 million per year in royalties for
the next 30 years, or a total of $3 bil-
lion. The States 27 percent share of
this total would be only $800 million
over 30 years. For the States 27 per-
cent share of royalties- equal $4 to
$6 billion, the total 8(g)rane royalties
will have to be In the range of $16 to
$24 billion. Nothing, including previ-
ous Department of the Interior sworn
testimony, supports this projection.

Now let me examine the changes
made by the amendment currentcy
before us. The supporters of the
amendment argue that prorationing of
revenues according to surface acreage
allows for a fafrerdhrvision of revenues.
This argument has no merit. The sur-
face acreage of lease tracts bears no
relationship to the underground oil
and gas resources beneath that sur-
face. A division of revenues on this
basis is therefore artifiial and arbi-
trary. The Vermillior lease tract in
the Gulf of Mexico pie*les a vivid ex-
ample of the arbitrary nature of this
approach. Less than 10 percent of the
surface acreage of that tract lies in
8(g) zone. Yet, ah of the oil produced
by the entire tract has come from one
well located in 8(g) zone portion of the
tract. If prorstioet applied to this
tract, less than 10 percent of the $44
million bonus paid for the right to ex-
plore this tract would be subject to the
27/73 percent sharing formula. The
Federal Government would receive
more than 90 percent of the revenues
from this tract off the top and an ad-
ditional 73 percent of the remainder
even though all of the oil came from a
well in the 8(g) zone. Such a result de-
feats the purpose of the original 8(g)
and clearly demonstrates the arbitrary
nature of surface acreage proration-
ing.

This amendment would also elift-
nate the recoupment mechanism of
the Energy Committee proposal. The
recoupment mechanism is necessary to
make up a deficiency in the escrow ae-
count set up to hold all revenues gen-
erated by leases within the 8(g) zone
until the States and the Department
of theiterior agreeduponaformula for
dividing those revenues. This deficien-
cy Is a result of the Department of In-
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terior's unilateral deision to proration
deposits made to the aecotmt based on
the surface acreage of the lease tract
falling into the 8(g) zone. There was
no basis whatsoever for the policy de-
cfsion to proration deposits. The 1978
OCS amendments expressly required
Interior to escrow all revenues gener-
ated by leases In the 8(g) zone pending
an agreement on what revenues were
to be shared and how they were to be
shared. Interiors failure to escrow all
of the revenues was a direct violation
of the Intent of section 8{g>).

The situation was further exacerbat-
ed by Interior's Inconsistent applica-
tion of its prorationing policy. From
1978 to 1981 ft did not prorate. Since
1981 it has prorated. The effect of this
policy flip-flop is that some States, in-
cluding Alaska, had a much greater
percentage of 8(g) revenues prorated
than other States. The result is an ex-
treme unequal treatment of the States
entitled to 8(g) revenues. The recoup-
ment mechanism of the Energy Com-
mittee provision corrects this inequal-
ity.

The final irony on this issue is that
Interior had the authority to draw the
lease sale tracts in a manner which
would have avoided any need to prora-
tion by surface acreage. It intentional-
ly refused to do thia

The amendment also provides that
the Secretary of Interior may enter
into an agreement with the Governor
of the affected coasta State for shar-
ing of the royalties from common po-
tentially hydrocarbon-bearing areas.
This constitutes a major change in ex-
isting law. The 1978 OCS amendments
expressly provided that royalties-were
to be divided on a fair and equitable
basis. This amendment declares that
royalties can be shared pursuant to an
agreement based on existing law but
does not indicate what existing law is
intended.

At best the provision is ambiguous
and will lead to additional litigation of
an isue that has already seen over 7
years of litigation. Presumably the
sposors of the amendment contem-
plate that agreements for sharing of
royalties would reflect actual drainage
of oil from fields under State lands. As
a practical matter, it is not possible to
determine actual drainage until the
entire oil field is produced. This may
take 50 to 60 years. It will be next to
imposifle to reach an agreement in
absence of definite data. As a conse-
quence, the States will be forced to
litigate to achieve any sharing of roy-
alties. Since the Interior is not re-
quired to escrow the royalties in the
absence of an agreement, a State's suc-
cessful litigation will be no guarantee
of receiving its fair share of those roy-
alties. That State will then have to
come to Congress and ask for an ap-
prop-ation to satisfy its judgment.

The Itkely outcome under the
amendment is that the Interior will in-
terpret the word "may" to mean that
reaching an agreement with the State
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is purely a discretionary function and
will refuse to reach any agreements.
Under this scenario the Federal Gov-
ernment will keep all of the royalties
from leases in 8(g) zone.

Mr. President, the bottom line here
is that sponsors of the amendment
have attacked the Energy Committee
provision on the basis of preposterous
predictions about budget impact. To
correct this received ill effect, they
have crafted an amendment which
goes so far that it deprives coastal
States of a significant amount of the
benefits which they were expressly
granted by Congress in 1978. There is
no justification for an amendment in
the first instance-and certainly no
justification for one as far-reaching in
scope as this one.

This is not the first time this issue
has been before the Senate. In 1978
Congress mandated that the Federal
Government share with the States all
revenues from Federal oil and gas
leases within 3 miles of States' sea-
ward boundaries. Congress did not
finish the Job in 1978, however. We
merely declared that the sharing
should be fair and equitable and left it
up to the Secretary of the Interior and
Governors to agree on a formula.

Needless to say, no agreement was
ever reached. We now have an oppor-
tunity to do what should have been
done 7 years ago. The Energy Commit-
tee formula fits the 1978 mandate of a
fair and equitable sharing of revenues
from a limited area of Outer Continen-
tal Shelf and should be affirmed.

I urge my colleagues to reject the
amendment on the floor and support
the Energy Committee's proposal.

Mr. STEVENS. Mr. President, I
strongly support the Energy and Natu-
ral Resources Committee's section 8(g)
compromise.

In 1978, Congress amended the
Outer Continental Shelf Lands Act to
deal with the problem of oil and gas
structures that underlie both State
submerged lands and Federal OCS
lands. It recognized that difficulties in
delineating such structures and other
factors made application of traditional
onshore drainage concepts inappropri-
ate. It therefore decided to escrow all
revenues derived from the so-called
8(g) zone-a 3-mile-wide strip of Feder-
al OCS lands bordering State lands-
pending a "fair and equitable disposi-
tion" of those revenues.

Despite Federal court decisions in
their favor, the 8(g) coastal States
have not been able to work out an
agreement on the 8(g) revenues with
the Federal Government. The continu-
ing controversy over these revenues
has driven a wedge between the sup-
porters of the Federal OCS leasing
program and the Federal Government.

Under the able leadership of Sena-
tors McCLuRz and JOHNSTON and my
colleague from Alaska, Senator MuR-
KOWSKI, the Energy and Natural Re-
sources Committee has devised a solu-
tion to the 8(g) controversy that treats
the Federal Government and the 8(g)

States fairly. This compromise is fully
consistent with the reconciliation in-
structions set forth in the fiscal year
1986 budget resolution. In fact, it
saves $302 million more over the next
3 years than the budget resolution
conferees anticipated.

The Energy Committee package dis-
tributes 27 percent of currently
escrowed and future 8(g) revenues, in-
cluding royalties to the 8(g) States. It
also includes a recoupment provision
that compensates the 8(g) States for
losses incurred as a result of the Inte-
rior Department's belated decision to
prorate its escrow deposits to match
the percentage of each lease tract's
surface area lying within the 8(g)
zone.

I shall oppose the amendment of-
fered by Senator EvANs and Senator
METZNBAUM for the following reasons:

The amendment eliminates the 27-
percent distribution of royalties to the
8(g) States on the ground that royal-
ties should be distributed on the basis
of actual drainage. The 1978 amend-
ments to the OCS Lands Act rejected
the use of the drainage concept for all
8(g) revenues, including royalties. A
retroactive change in the 1978 amend-
ments is grossly unfair to the 8(g)
StatesT-particularly in light of the
Evans-Metzenbaum amendment's fail-
ure to guarantee that the States re-
ceive actual drainage royalties.

The Evans-Metzenbaum amendment
would endorse the surface proration-
ing method and eliminate the recoup-
ment provision as part of that en-
dorsement.' A little background is in
order here. Surface prorationing
would never have become an issue if
the Interior Department had not
made the error of drawing the bound-
aries of lease tracts so that they in-
cluded both 8(g) and non-8(g) lands.
That error created a difficult revenue
allocation problem.

The Evans-Metzenbaum solution to
the allocation problem ignores several
pertinent facts. The Interior Depart-
ment has total control over the draw-
ing of lease boundaries. It is responsi-
ble for the allocation problem, not the
8(g) States. Furthermore, surface
prorationing is not consistent with the
1978 OCS Lands Act amendments. The
Interior Department recognized this
fact for 3 years before beginning pro-
ration in 1981. Finally, in response to a
1984 Federal court order to discontin-
ue use of surface prorationing, the In-
terior Department is now drawing its
lease boundaries so that they do not
cross the 8(g) line. The allocation
problem thus will not continue in the
future.

Proponents of the pending amend-
ment say that surface proration is nec-
essary to prevent the States from
reaping a windfall on lease tracts
where only a very small fraction of the
tract is in the 8(g) zone. That argu-
ment fails to address the lease tracts
where the 8(g) portionr of the tract was
the major attraction for bidders. A
major revenue allocation problem does

exist, but it by no means cuts only in
favor of the Federal Government. Sur-
face prorationing would give the
entire benefit of the doubt to the Fed-
eral Government. That is wrong. The
Federal Government created the allo-
cation problem in the first place.

The savings estimates claimed by
proponents of the Evans-Metzenbaum
amendment are grossly exaggerated.
Just as importantly, they fall to take
into account the impact of the amend-
ment on the Federal OCS leasing pro-
gram. In my opinion, adoption of the
amendment would create such bitter-
ness among the coastal States that the
continuation of the current Federal
leasing program would be jeopardized.

Rather than saving money, the
amendment will cost the Federal Gov-
ernment billions of dollars in forgone
OCS lease bonuses, rentals, and royal-
ties. It saddens me that the Interior
Department and the Office of Man-
agement and Budget refuse to ac-
knowledge that fact and instead are
doing their best to alienate congres-
sional supporters of the Federal OCS
Leasing Program. In my opionion,
they have squandered an historic op-
portunity to regain the leadership on
OCS leasing policy.

Mr. President, supporters of the
Evans-Metzenbaum amendment assert
that it would fairly distribute the 8(g)
revenues. This assertion does not bear
close scrutiny. The first principle of
fairness is that promises should be
kept. The Evans-Metzenbaum amend-
ment reneges on promises made to the
coastal States in 1978 without signifi-
cantly aiding our efforts to curb Fed-
eral deficts. Furthermore, it rewards
the Federal Govenment for its poor
management of the 8(g) program, fails
to provide for a fair and equitable dis-
tribution of the 8(g) revenues, and
jeopardizes the stability of the Federal
OCS Leasing Program.

I urge my colleagues' rejection of
the pending amendment in favor of
the Energy Committee compromise,
which settles the 8(g) controversy in a
manner that is fair to both the Feder-
al Government and the 8(g) States.

Mr. BRADLEY. Mr. President, I rise
in support of the amendment offered
by the distinguished Senators from
Washington and Ohio.

There are many reasons why the
Senate should not support the lan-
guage contained within the Energy
Committee's budget reconciliation rec-
ommendations.

Revenues derived from Outer Conti-
nental Shelf leases are second only to
the income tax as a source of income
to the Federal Treasury. How to share
these revenues is a decision which de-
mands careful thought and delibera-
tion. Instead, the committee held one
hastily convened hearing on this
matter and that hearing was convened
only after an attempt was made to
adopt the language during the recon-
ciliation markup with no prior hear-
ing. To ask all Members of the Senate
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to decide how to apportion the second
largest source of revenues to the
Treasury under the stringent rules of
reconciliation after all time for debate
has been exhausted, is clearly poor
public policy.

In addition to the procedural rea-
sons for opposing the Energy Commit-
tee amendment there are additional
substantive reasons to object to this
provision

The 8(g) revenue dispute has a long
history. Initially, the States and Fed-
eral governmnet disputed who had the
rights to revenues derived from any
offshore lease.

A compromise was reached which
granted the States total control over
the area within 3 miles of their shore.
This control includes the rights to all
revenues generated from any leases in
that 3-mile territory. The States of
Florida and Texas were granted 3
leagues. This compromise was accept-
ed by the States until disputes arose
concerning Federal leases adjacent to
the State waters. To further accomo-
date the coastal States, the Federal
Government established an additional
3-mile zone, designated the 8(g) zone.
Revenues generated from leases in
these tracts were to be shared in a
"fair and equitable" fashion, but the
parties have been unable to agree on
what is "fair and equitable." We have
before us an attempt to settle the
question and I would like my col-
leagues to decide for themselves ff the
solution meets the test of fairness and
equity.

I ask you Mr. President, is it fair and
equitable to grant coastal States reve-
nues generated not only beyond States
waters but beyond the 8(g) zone itself?

Sound geologic data on existing
leases shows the drainage from State
lands to be less than 10 percent. There
is no reason to believe that future
leases will be significantly different. Is
it fair and equitable to gurarantee
coastal States 2'7 percent of the royal-
ties, that is future revenues, generated
by these same tracts

Is it fair and equitable to give to
coastal States an estimated $4 to $6
billion that would otherwise be re-
turned to the Federal Treasury, and
therefore the American taxpayer,
from lands wholly in Federal waters?

Mr. President, my home State of
New Jersey is a coastal State. We do
not at this time directly benefit from
the largesse e7hibited by the Energy
Committee but we may in the future.
Nevertheless It is patently unfair for
us to expect the rest of our Nation's
taxpaying-citizens to support the pro-
posal that is before us. New Jersey
taxpayers, even as residents of a coast-
al State stand to pay the equivalent of
a $163 million tax burden over the
next 30 years as a result of the royalty
formula prescribed in this bill. Only
five coastal States derive substantiW
benefit from this unfair apportion-
ment of revenues. No wonder the New
York Times, which has special con-
cerns for coastal States, denounced
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this provision in its October 8 editorial
as an unwarranted giveaway. I ask
unanimous consent that the text of
that editorial be printed in full in the
RcoaRD.

Mr. President, some argue that the
Energy Committee language is fair,
citing the fact that revenues generated
by Federal minerals leasing onshore
are divided equally between the States
and Federal Government. I find this
argument specious. There is a big dif-
ference between a State's claim to rev-
enues on land within it's borders and a
claim to revenues derived from land
that might as well be in an adjacent
State.

Mr. President, the issues are quite
clear. First, coastal States were given 3
miles of territorial waters, then they
were permitted to share revenues from
an additional 3 miles of Federal waters
and now they want to share revenues
from land they conceded long ago was
under Federal jurisdiction. There
seems no end to this unless we act
today.

In conclusion, Mr. President, I join
with the Senators from Ohio and
Washington in order to restore fair-
ness to all Americans and to restore
fiscal responsibility to this legislation.

There being no objection, the edito-
rial was ordered to be printed in the
RrcoRn, as follows:

DaLLnro FOR OnL MoNrY nX CoaRass
Congress: Please reduce the deficit by rais-

ing It. That's the solemn urging of a hand-
ful of states with offshore on well& They
greedily propose an accounting trick that
would credit the Treasury with $4 btllon it
has already received in return for a commit-
ment to give away as much as $6 billIon.
They should be quickly rebuffed by the
House.

In 1953 Congress assigned to the states all
the royalties earned from oil and gas pro-
duction within three miles of the coast.
Then came complaints that producers were
draining oil and gas from reservoirs beneath
the state-Federal boundary. So in 1978 Con-
gress ceated another three-mile band as a
buffer, the royalties to be held in escrow till
a distribution formula could be devised.

About $6 billion has now accumulated In
this fund. According to the Interior Depart-
ment, about 4 percent of that, at most rep-
resents earnings from state properties. But
as long as the fair division is in dispute, the
Federal share cannot legally be counted as
belonging to Washington.

This year, in their haste to raise revenue
to narrow the budget deficit, the Adminis-
tration and Senate and House budget com-
mittees agreed to give the states involved a
whopping 27 percent of the $6 billion-
about $1.6 billion, instead of $240 millolln.
That would allow applying about $4.4 bil-
lion against the Federal deficit.

But only on paper. Since the money is al-
ready in the Treasury, the transaction
would not reduce private purchasing power
or Federal borrowing needs by even a nickel.
The only money to change hands is the $1.0
billion the Treasury would have to hand
over to the states. That would actually in-
crease Government spending-precisely the
opposite of the advertised effect.

There is apparently no hope of reversing
the Initial deal Dumb as It is, Congress
bought It and that would have been the end
of the story-bet for the exceptional greed
of the oil-producing states. They persuaded
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the House Interior Committee and the
Senate Energy Committee to sweeten the
deal further by adding $500 milon more to
the promised $1.6 bfilion, and obliatnrg the
Treasury to pay them 27 percent of all
future royates from the buffer zone. Ac-
acrdne to Interior, the total cost to the

Treasury would exceed $6 billion.
_Deraxs Morris Udall of Arizona and

Pb:i' Sharp of Indiana are askng the
House to limit the loss to the original $1.6
bakn. A sense of decency should be their
strongest ally against giving away any more.

Mr. GLENN. Mr. President, I rise in
opposition to the portion of the
tedget reconciliation bill which allo-
cates Federal revenue from the Outer
Continental Shelf [OCS] oil and gas
leasing activities.

According to the Department of In-
terior, the reconciliation provisions
would cost over $4 billion over the
next 30 years. Moreover, this money
drain would go only to seven States-
Louisiana, Texas, Florida, Alaska,
California, Alabama, and Mississippi.
Estimates show, for example, Ohioans
would have an additional tax burden
of roughly $180 million in the next 30
years to compensate for this windfall
Treasury loss. This "raid" on the
American taxpayer is especially upset-
ting because it is contained in a bill de-
signed to reduce the Federal deficit.

The committee language goes far
beyond the reconciliation instructions
Congress adopted earlier this year in
the budget resolution. Only one per-
functory hearing has been held on this
important matter.

In 1953, Congress granted the
States full rights and ownership of
waters within 3 miles of their shore-
line. The Federal Government re-
tained jurisdiction and ownership over
all water beyond the 3-mile territorial
boundary.

Section 8(g) of the 1978 Outer Conti-
nental Shelf Lands Act Amendments
established certain leasing policies re-
garding the first 3 miles of Federal
OCS water. This provision was de-
signed to protect States against drain-
age of valuable resources from within
their coastal waters that could result
from drilling activity in the Federal
zone.

Specifically, section 8(g) provided
for a "fair and equitable" sharing of
revenues produced from Federal leases
in the 3-mile zone from oil and gas
pools common to both Federal and
State lands and contemplated an
agreement between the affected States
and the Federal Government as to
what would constitute a "fair and eq-
uitable" distribution. Failing an agree-
ment, the section required that 8(g)
revenues be deposited in an interest-
bearing escrow account until the
matter is settled. More than $5.8 bil-
lion is now in the account.

The budget resolution assumed en-
actment of legislation to settle the
8(g) dispute by giving States a 27 per-
cent share of the bonuses and rents
that have been generated in the 8(g)
area. Such an amendment would bring
$4.3 billion into the Us.. Treasury by



CONGRESSIONAL RECORD - SENATE November 14, 1985
freeing up 73 percent of the escrowed
8(g) funds. The balance-$1.5 billion-
would be distributed to the affected
States.

Unfortunately, the action taken by
the committee violated the intent and
spirit of these instructions.

First, it provides for the distribution
of past and future royalties to the
States, in addition to bonuses and
rents. While I have no objection to
proper compensation to States for oil
and gas drainage from their lands'
caused by Federal activity in the 8(g)
zone, I cannot support an entitlement
for all royalties, including those result-
ing entirely from pools in Federal
waters.

One must also distinguish between
royalties and rents and bonuses. Roy-
alties are not received until the well is
produced. Hence, geological data is
available at that time to determine if a
common pool is shared with the
States. In such a case, royalty reve-
nues should be shared. But where
there is no common pool, I feel the
States have no sound basis to stake a
claim. In fact, an objective observer
could argue that the Department of
the Interior's proposed settlement to
share bonuses and rents even where
there is no common pool is overly-gen-
erous in itself.

Another concern I have is the com-
mittee's provision giving States claims
on revenues coming from tracts lying
partly beyond the 8(g) zone.

The folly of this action can be
shown by some specific examples
raised in conjunction with this debate.
One 5,760 acre tract leased offshore
Florida contains 477 acres within the
8(g) zone-8 percent of the total. Off-
shore Texas, there is a tract with only
17 out of 5,760 acres, or 0.2 percent,
within the 8(g) zone. But under the
committee's approach, the Federal
Government would be required to con-
sider 100 percent of the bonus, rent,
and royalty revenue from' these tracts
no matter how small the percentage of
the tract is within the zone.

I fully support States sharing reve-
nues from tracts straddling the 8(g)
zone to the extent that production
from these tracts drains resources
from State waters. However, when
there is no effect on State resources,
there is no reasonable basis for shar-
ing revenue with the States.

In conclusion, I believe the commit-
tee's language gives some select States
a windfall at the expense of all Ameri-
can taxpayers. This clearly is an unac-
ceptable ripoff and drain of Treasury
resources. For these reasons, I support
the efforts to amend this bill to con-
form with the requirements of the
budget resolution.
OPPOSITION TO COMITTzEE APPROVED 8 (g)

FUNDS SHARING RAID ON TREASURY BY
SOUTHERlN OIL STATES

Mr. KASTEN. Mr. Chairman, I rise
to consponsor the amendment intro-
duced by my colleague Senator EVANS
in opposition to the committee adopt-
ed language on 8(g) OCS lands.

The committee language can be
viewed as nothing other than an out-
and-out raid on the Federal Treasury
by a few coastal oil producing States.
The committee amendment, which
provides that a major portion of the
revenues from oil and gas produced in
Federal waters will be given to a limit-
ed number of States, is just plain
wrong.

Why should revenues produced from
resources outside of a State's territori-
al waters be given to that State? Those
resources belong to the entire Nation.
A privileged few should not rob the
rest of the Nation of this source of
revenue.

It is now estimated that the lan-
guage in this bill will cost the Federal
Government at least $7.5 billion in lost
revenues.

This would impact directly on the
State of Wisconsin. Earlier estimates
suggested that the committee passed
provision to give away these Federal
revenues would cost the taxpayers of
my home State $77 million. With the
revised estimates of the cost of the
committee amendment, I would now
point out that the 8(g) provision would
cost the taxpayers of my State over
$150 million.

I urge my colleagues to join with me
in support of the amendment to delete
the 8(g) provisions contained in this
bill. Anything less than the deletion of
this provision is an open raid on the
Federal Treasury.

We cannot stand by and let that
happen.

Mr. CHAFEE. Mr. President, I am
pleased to support the Outer Conti-
nental Shelf [OCS] revenue amend-
ment to the budget reconciliation bill
introduced by Senators EvANs and
METZENBAuLM. This amendment will
modify a provision in the bill to pre-
vent a windfall'revenue gain for seven
States at the expense of 43 other
States.

Section 8(g) of the OCS Lands Act
provides for distribution of OCS reve-
nue from the first 3 miles of Federal
OCS waters to affected States. This
section was intended to protect States
from the drainage of oil and gas un-
derlying State waters by a Federal
lessee who is drilling in neighboring
Federal waters. In essence, States
would be compensated for any dilution
of their resources. The Federal and af-
fected State governments have never
come to an agreement as to what con-
stitutes fair and equitable distribution.

The distribution of these funds, as
provided for in the budget reconcilia-
tion bill, goes far beyond the intent of
the OCS Lands Act. The law only re-
quires the sharing of revenues when
there is an oil or gas pool common to
both Federal and State submerged
lands. The Department of the Interior
estimates that only 1 to 4 percent of
the oil and gas produced from the 8(g)
zone comes from within the State's
offshore boundaries which extends 3
miles from their coastline.

Based on current law, the reconcilia-
tion bill provides for an overly gener-
ous distribution of revenue to affected
coastal states. Under a strict interpre-
tation of drainage only, the States
would receive little or no distribution
from the current 8(g) account and ap-
proximately $100 million over the next
30 years. In comparison, the reconcili-
ation bill will pay coastal States $1.5
billion immediately and over $4 billion
in the next 30 years.

The Energy Committee has provided
for the distribution of 27 percent of all
accrued rents, bonuses and interest
payments from the 8(g) zone. In addi-
tion, 27 percent of royalties would also
be shared with affected States. This
provision alone is expected to reduce
Federal revenues by $4 billion over the
next 30 years. Moreover, this measure
provides for sharing revenues from
tracts beyond the 3-mile 8(g) zone, re-
ducing Federal revenues by another
$500 million.

Under this distribution plan, there is
no attempt to base the distribution on
the impact of Federal leases on the
States resources. Thus, States will
share bonuses, rents and royalties
w,here there is no common pool. And,
while these coastal States are benefit-
ing from the plan, 43 other States will
have to bear the tax burden. For ex-
ample, if sharing future royalty reve-
nues will reduce Federal Treasury re-
ceipts by $4 billion, Rhode Island's tax
burden would correspondingly in-
crease by $16 million over the next 30
years. This is certainly not very fair
and equitable.

The proposed amendment represents
an effort to be fair to the affected
States and responsible to the Federal
Government and the American tax-
payer. This amendment will distribute
27 percent of rent, bonus, and interest
payments to the affected States.
States, however, would not be allowed
to recoup revenues from tracts outside
of the 8(g) zone. In addition, the coast-
al State's share of royalty revenues
would be based on drainage, estimated
between 1 and 4 percent. Thus, royalty
revenue would be shared only to the
extent that the Federal lease actually
impacts State resources. States should
not be entitled to royalty revenue
unless the Federal lease activity actu-
ally affects State resources.

This proposed amendment follows
the intent of section 8(g) of the OCS
Lands Act. Section 8(g) was not de-
signed to be a general revenue sharing
provision but rather was meant to ad-
dress the problem of drainage. This
amendment provides more than ade-
quate compensation for drainage with-
out being excessive.

I urge my colleagues to join me in
the support of this measure.

Mr. LEVIN. Mr. President, at the
heart of this issue is what constitutes
a fair and equitable distribution of rev-
enue from leases within the federally
owned 8(g) zone. Congress in the 1978
Outer Continental Shelf Lands Act
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amendments did not specify what con-
stituted fair and equitable. The proc-
ess of determining what is fair and eq-
uitable is difficult. Judge Parker in
Texas versus Secretary of Interior
states that:

The Court is immersed, literally for
months, in a swirling morass of petroleum
engineering, geology, economics history and
statistics superimposed over principles of
equity.

Judge Parker found that the State
was entitled to some of the revenue re-
ceived by the Federal Government in
the 8(g) zone. He determined that the
State and Federal Governments
should divide the bonus enhancement
on a 50-50 basis. Bonus enhancement
is the extra bonus received by the Ped-
eral Government based on informa-
tion obtained from drilling tests and
studies which occur in the State-
owned lands, which are generally the
first 3 miles off the coast. Judge
Parker also acknowledged that the
State is entitled to part of the royal-
ties received by the Federal Govern-
ment for drilling on Federal lands
when that drilling hits a common
pool-a pool partially within the 3-
mile State-owned lands and partially
in the 8(g) lands-the Federal drilling
would result in drainage from the
State-owned portion of the pooL What
is critical, however, is that Judge
Parker was unable to apportion equi-
tably the royalties because he could
not determine the amount of drainage.
He wrote that:

It was simply unrealistic to expect a Dis-
trict Court to find a single individual, wil-
llkng to serve as a master, who was suffi-.
ciently well versed in economics, petroleum,
engineering, geology and statistics.

It may be unrealistic to expect a
court to do that but it is not unrealis-
tic for the Congress to do that.

The National Academy of Sciences
should be asked to enlarge the current
study they are engaged in, due next
April, entitled "Study of Offshore Oil
and Gas Resource Estimation Method-
ology." If they are unable to provide
any useful information to make a logi-
cal apportionment, we can then decide
if wewant to act in the dark. But until
we are convinced that that is true, I
see no reason to apportion these reve-
nues based on a totally arbitrary for-
mula.

We simply don't know whether the
73 to 27 percent formula is fair. It ap-
parently is an extrapolation from, and
relates back to a 50-50 apportionment
of bonus enhancement in the opinion
by Judge Parker, which opinion specif-
ically states the judge is unable to
reach any conclusion based on the
record in front of him relative to a fair
and equitable apportionment of the
royalties.

The Evans-Metzenbaum approach is
aimed at determining royalties based
on actual drainage which is at least a
logical goal. Many experts in the field
say it is possible to determine actual
drainage and it is done all the time.
Better to attempt to do that, at least,
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than to adopt an arbitrary 73 to 27
percent Federal-State apportionment
formula.

I do nota kiw whether the Federal
Government vjl be ahead $4 to $6 bil-
lion or not if4* adopt the Evans-
Metzenbaum amendment. I do know
that the process is likely to be a fairer
one. If we seek to fix an apportion-
ment formula in advance of royalties
being received, we then should obtain
the very best information that we can
from the economists, petroleum engi-
neers, geologists, and statisticians. We
just haven't done that yet.

Mr. CRANSTON. Mr. President, I
strongly oppose the amendment of the
Senator from Washington [Mr.
EvAsl], and othersfqhich is premised
on a serious misunderstanding.

First, let us understand what the
"8(g) zone" is. Coastal States have
title to the submerged lands within 3
nautical miles of their shore, including
mineral rights. Where there is oil and
gas present in these State waters, it
belongs to the State.

The OCS Lands Act Amendments of
1978 includedaection 7--covering cer-
tain Alaska as-sand section 8(g) re-
quiring escrow of Federal receipts
from bonuses, rents, royalties, and in-
terest thereon attributable to Federal
OCS leasing within the 3-mile zone ad-
jacent to State water, subject to distri-
bution by settlement between the dis-
putants or by a fair and equitable dis-
position by a Federal district court.

Second, there is atstanding legal
dispute between the'Pederal Govern-
ment and seven States-Texas, Louisi-
ana, Alabama, Mississippi, Florida,
California, and Alaska-redisposition
of money from bonuses, rents, and
royalties--plus accrued interest-paid
to the United States by oil companies,
plus any future royalties, for leasing
the 3-mile zone of tracts in Federal
waters adjacent to these State waters.

One basis for the States claim is that
oil extracted in this zone presumably
drains from a pool underlying both
State and Federal undersea land, and
no one can tell from which side of the
line it comes. Federal extraction thus
nAty deplete State mineral value.

Third, oil activity in State water
may enhance bonuses received by the
Federal Government under Federal
leasing programs by indicating to po-
tential bidders the presence of oil in
the adjacent Federal zone.

Finally, Federal offshore develop-
ment in this nearshore zone directly
impacts onshore interests of the State.
For example, nearshore Federal leas-
ing off Ventura County in the south
coast air quality management dis-
trict-a Federal nonattainment area
under the Clean Air Act-wilL under
Federal law, reduce or prevent poten-
tial onshore development by increas-
ing air pollution.

I know that the distinguished junior
Senator from Louisiana [Mr. JOHN-
STON] with whom I join in opposjg
this afnendment, has not always
agqeed with me on the degree of this
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impact. I'm hoping that our alliance
today, to protect the rights of our re-
spective States with respect to the im-
pacts of Federal offshoreleasing will
continue on other issues affecting the
Federal Offshore Leasing Program
and its relationship with sovereign
States.

No settlement has been reached.
The total in escrow reached $6.787 bil-
lion, as of March 31, 1985. Some litiga-
tion has been undertaken. In February
1984, a U.S. district court in Texas
held that a fair and equitable disposi-
tion would include 50 percent of the
bonus enhancement of nine Federal
leases, or about 27 percent of bonuses
on leased blocks wholly or partially
within the 8(g) zone. Interior ap-
pealed.

A second U.S. district court in Lou-
isiana held that drainage is not the
sole criteria, that taxes are another
potential criterion.

Next, then Interior Secretary Clark
proposed to Alabama, Mississippi,
Alaska, California, and Florida-but
not toLouisiana and Texas, which had
litigation pending-16% percent of the
bonuses and rents in escrow, less a pro-
ration offset. He also proposed to split
royalties retrospectively, but not pro-
spectively, only in areas of actual
drainage, and under the terms of sepa-
rately negotiated royalty sharing
agreements.

The States rejected the offer and
counterproposed initially a 50-50 split,
but later a 37%-percent share to the
States of the accrued bonuses, rents,
and royalties plus interest with no pro-
ration offset.

The conference agreement on
Senate Concurrent Resolution 32-the
first budget resolution for fiscal year
1986-assumed that legislation would
be adopted to settle the 8(g) dispute,
giving the States 27 percent of the ac-
crued bonuses, rents, royalties, and in-
terest thereon.

The language in the present recon-
ciliation bill is consistent with the first
budget resolution, and provides for the
reasonable and moderate compromise
solution to this legal dispute.

The authors of the amendment
before us call this a raid on the Feder-
al Treasury, ignoring the fact that
what this will accomplish is the settle-
ment of a legal dispute and the pro-
portional distribution of a fund set
aside because the ownership of the
dollars in the account was in dispute-
and that there is no scientific basis for
determining the exact amount to
which either side is entitled, and that
what the reconciliation bill does is
split the difference between the par-
ties.

The sponsors of this amendment
think there is a rational solution, but
they are badly misinformed.

They suggest that if 25 percent of a
tract is in the 8(g) zone, 25 percent of
the bonuses, rents, and royalties sub-
Ject to drainage should be placed in
the revenue sharing pool.
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To accomplish this kind of case-by-
case determination would require ex-
tensive exploratory drilling, engineer-
ing analysis, and endless legal proceed-
ings at inordinate cost merely to arrive
at an uncertain result.

The problem is that the exact loca-
tion of pools of oil do not conform
with the arbitrarily defined tract
boundaries. Even If the exact conform-
ity of a subsea pool is known, which it
almost never is, the quantity of oil in
any one portion of the pool is not
known.

Moreover, this proposal ignores the
finding of one Federal court that
drainage is not the sole basis for a le-
gitimate State claim of impact from
Federal leasing.

Thus, the proposal for proportional
distribution based on tract lines which
is the premise of the pending amend-
ment is no more nor less arbitrary
than the proposal to settle this dis-
pute which is contained in the bill, but
it is more one-sided, more unfair, and

·less in conformity with the budget res-
olution.

What it does is represent the posi-
tion of one side of this legal dispute-a
side which lost twice in Federal
court-while the language currently in
the reconciliation bill represents a
compromise solution, one which is far

-short of the position of the aggrieved
States.

I urge that my colleagues reject this
badly conceived amendment.

The PRESIDING OFFICER. Who
yields time?

Mr. METZENBAUM addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Ohio.

Mr. ME UZENBAUM. Mr. President,
I ask the coauthor of the amendment
to yield me 3 minutes.

Mr. EVANS. Mr. President, how
much time is remaining?

The PRESIDING OFFICER. One
minute is remaining on both sides.

Mr. ME-TZENBAUM. Mr. President,
the distinguished Senator from Wash-
ington only had 5 minutes, and he
took an additional minute, and the
Senator from Minnesota had 1 minute.
I do not understand the computation
of time.

Mr. EVANS. How did we get to
where we are?

The PRESIDINGO OFFICER. The
Senators have used their time. There
was some delay in trying to interrupt
them and telling them they could use
their time. I guess that is how we got
to the 1 minute left. The Senator has
gone over his time, and the interrup-
tions were delays.

Mr. METZENBAUM. When you
have interruptions and delays, is that
charged against the time? Our inter-
ruption had to do with the colloquy of
the manager, the Senator from Louisi-
ana, I do not see how that can be
charged against the Senator from
WashingtonL

The PRESIDING OFFICER. His
time is also being charged, and they

have always been charged when they
are trying to interrupt. The time keeps
rolling.

Mr. METZENBAUM. Mr. President,
if I may use 1 minute.

Mr. EVANS. Mr. President, I ask for
the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
Mr. McCLURE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Idaho.
Mr. McCLURE. How much time re-

mains on our side?
The PRESIDING OFFICER. One

minute on each side.
Mr. EVANS. Mr. President, I yield

the remaner of my time to my col-
league frmo. .

The PRAIDING OFFICER. The
Senator from Ohio.

Mr. METZENBAUM. Mr. President,
this amendment will save the Ameri-
can taxpayers $7 billion. The Presi-
dent has indicated he will veto the bill
if this amendment is included.

The issue boils down to a simple one
of seven coastal States that would re-
ceive an unearned and unjustified
windfall at the expense of the taxpay-
ers in 43 other States. If you support
this giveaway, the matter as it is in
the bill, you will contribute to the
plight of btustesses and jobs moving
from 43 Sta. to these coastal areas
which will we the money to keep the
taxes low to btd up their schools and
services.

As a matter of fact, the principal
author of Orarnm-Rudman tells us to
balance the budget but today he urges
us to do It on the backs of the people
of 43 other States. I do not quarrel
with their receiving $1.5 billion. That
much we agree to. But our amendment
is only directed at that extra $7 bil-
lion.

Members from the coastal States are
trying to help their constituents. But
the rest of us have to approach the
issue differently. We must be fair to
the coastal States but It is equally im-
portant to be fair to the rest of the
country.

I urge passage of the Evans-Metz-
enbaum amendment.

Mr. JOHNSTON. Mr. President, I
rise In opposition to the amendment
offered by Senator EvAes and Senator
METZENBAUM.

The Committee on Energy and Nat-
ural Resources reported on September
26 legislation pursuant to its fiscal
year 1986 reconciliation instructions
which settles the legal dispute be-
tween the Pederal Government and
several coastal States arising under
section'8(g) of the Outer Continental
Shelf Lands Act. Those instructions
explicitly assumed that we would "give
a 27-percent share of bonuses and
rents now held in escrow in connection
with oil'and gas leasing on the Outer
Continental Shelf."

On September 17, 1985, I introduced
S. 1653, the Outer Continental Shelf

Lands Act Amendments of 1985, co-
sponsored by Senator MURKOWSKI.
This bill sought to establish a compre-
hensive solution to the issue of how
the Federal revenues from all Federal
OCS leases, past and future, within 3
miles of State waters should be appor-
tioned between the States and the
Federal Government so as to create a
fair and equitable disposition of these
revenues. Identical language was intro-
duced on the same day in the House
by Mr. BRLAux and Mr. HUCEABY.

This language was considered in
committee and a number of changes
were made to improve the bill. In con-
sidering that language the Senators
who offered the amendment before us
now offer similar amendments which
were defeated one by one.

The language adopted by the com-
mittee is remarkable in several re-
spects. First, it is consistent with the
reconciliation instructions. Second, it
saves approximately $300 million more
during the period fiscal years 1986-88
than the 8(g) provision which the
budget conferees assumed would be
adopted.

Third, it is a comprehensive solution
to the issue of how to apportion the
revenues received as a result of pas-
sage of the 1978 amendments from all
the tracts which He wholly or partially
within 3 nautical miles of the State
waters. Further, it resolves the ques-
tion of how to apportion future reve-
nues from leases wholly or partially in
the 8(g) zone, regardless of whether
those leases were issued before or
after passage of the 1978 amendments.
The administration, who apparently
opposes the language reported by the
committee, agrees that a comprehen-
sive legislative solution is necessary.

Fourth, this legislative solution is
consistent with a Federal district court
decision in Texas which awarded
Texas 27 percent of bonuses. I hesitate
to make too much of this point. Oppo-
nents of our reported language delight
in saying that the two Federal district
courts did not rule precisely the way
our bill is written. If they had, the bill
would probably be unnecessary. Both
those courts agreed to examine the to-
tality of circumstances surrounding
the leases in question. A judicial solu-
tion is likely to be lengthy and nonuni-
form and consist of a case-by-case,
lease-by-lease resolution of the issues.
That has certainly been the case so
far. That is why a legislative solution
is called for here.

Those courts did, however, reject the
underlying basis of the amendment
before us with respect to royalties.
Both those courts agreed that drain-
age of State lands was not the only cri-
terion of a "fair and equitable" dispo-
sition of revenues.

Fifth, the committee's reported lan-
gauge represents -a fair and equitable
solution. I would note that the pn-
shore States containing Federal lands
receive 50 percent of all the Federal
mineral revenues from all those Feder-
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al lands. Moreover, another 40 percent
of those revenues are paid indirectly
to onshore States through the special
reclamation fund.

Mr. President, I have recently read
correspondence from administration
officials who confidently assert that
the Congress enacted section 8(g) of
the OCS Lands Act amendments for
the sole purpose of compensating the
States for drainage of oil from State
lands. I would invite anyone to exam-
ine the tortured path of that legisla-
tion through the Congress to see if so
simple and clear an intent is evident in
the legislative history. The language
of section 8(g) was reported by the
Committee on Energy and Natural Re-
sources. I was there when the commit-
tee considered that language.

I am not going to debate these ad-
ministration officials over the congres-
sional intent of the 8(g) provision.
That is a function of the courts and
two courts have explicitly rejected the
notion that they are limited to a single
factor; namely, the drainage of oil and
gas from beneath State lands, in deter-
mining a fair and equitable disposition
of these revenues. What really matters
here is not what Congress intended to
d6 in 1978, but what we ought to be
accomplishing in this legislation in
1985 in settling these issues which
have bitterly divided the coastal
'States and the Federal Government.

Let me digress somewhat and discuss
how we came to have an 8(g) provision
in current law and how the committee
came to adopt the language they re-
ported. In passing the OCS Lands Act
Amendments of 1978 [OCSLAA], Con-
gress sought to increase mechanisms
for State participation in the leasing
process in order to balance Federal.
State interests and thereby reduce the
existing level of disharmony. One par-
ticular area of dispute foreseen by
Congress was that of Jurisdictional dis-
putes over lands adjoining and under-
lying the Federal-State boundary, Sec-
tion 8(g) of the OCSLAA is designed
to promote an orderly leasing, and an
equitable sharing, of the revenues
from the Federal lands within a 3-mile
strip on the Federal side of the Feder-
al-State seaward boundary.

To this end, 8(g) provides that at the
time the Secretary solicits nomina-
tions for lease bids on lands within the
3-mile zone, he must provide the Gov-
ernor of the affected State with all
relevant geographical, geological, and
ecological data in his possession. He
must then offer the Governor an op-
portunity to enter into an agreement
regarding disposition of "revenues"
generated by the Federal leasing of
tracts in the 8(g) zone. If within 90
days an agreement is not reached on
the sharing of revenues, the Secretary
may proceed with the sale. However,
he must deposit into a separate Treas-
ury account "all bonuses, royalties,
and other revenues" attributable to
common pools underlying the Federal
and State waters.--Thereafter, if the.
Secretary and Governor are still,
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tUnable to agree on the proper distribu-
tion of lease revenue, they shall be ap-
portioned on a "fair and equitable"
basis "as a Federal district court of the
United States determines."

To date, Federal lease sales involving
8(g) lands have taken place off the
coasts of seven States, and in all but
one instance, no agreement for appor-
tioning the revenues has been reached.
In each instance, the Secretary has of-
fered: to divide the revenues based
solely on dnage. As of March 31,
1985, the 8(-, ccount contained some
$5.8 billion. Ora y, the States in-
sisted on 50 percent of the 8(g) reve-
nues. On August 8, 1984; then-Secre-
tary Clark offered the States 16% per-
cent of bonuses and rents. On April 15,
1985, six Governors counter offered
asking for 37½ percenl-,of bonuses,
rents, royalties, and taxes.

In an effort to resolve this long-
standing dispute and In an effort to
generate a budget saving for the Fed-
eral Government, the budget confer-
ence agreement proposed a settlement
of this account. Our reconciliation in-
struction mandated that we save the
Federal Government $4 billion in
Function 950; and in so doing:

Assumes that Congress will enact legisla-
tion giving Stat.- 217 percent share of bo-
nuses-and rents now held in escrow in con-
nection wlt4, .11 and gas. l!ahtp the
Outer Continental Shelf.

The House Budget Committee,
which originally proposed the settle-
ment later agreed to by the adminis-
tration, assumed that the 8(g) escrow
account would contain- $5.8 billion
which would be subject to division. Of
this amount, $4 billion aould go to the
Federal Government, Md $1.6 billion
would go to the States. These amounts
were based on the 27-73 State-Federal
split. The remaining $200 million-rep-
resents the receipts for royalties,
which were not a part of the House
budget proposal. It is to this agree-
ment whieh the administration
"agreed" via Darid Stockman's letter
of June 20, 1985.

Shortly thereafter, the Department
of the Interior published new figures
for the account in which they asserted
that it contained only $5.1 billion.
These numbers represented a restruc-
turing of the account and ?esulted in a
revenue loss to the States of some
$200 million.

The Department of the Interior cir-
culated its draft bill which purported
to formalize their new numbers. In ad-
dition, the bill provided, among other
things:

First. Twenty-seven percent of all
future bonuses and rents from the 8(g)
zone would scerue to the States re-
gardless of whether those revenues
could be attributed to a common pool
of petroleum underlying the Federal
and State waters.

Second. That all of the moneys in
the existing 8(g) account which were
attributable to royalties would accrue

-to- the Government.- These 4lctuded-
..moneys that were owed to the -tates-
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to compensate them from drainage
from beneath their lands.

Third. That all future royalties
would accrue to the Federal Govern-
ment, less those funds necessary to
compensate for drainage.

No one has ever introduced this bill
in either House of Congress.

The legislation reported by the
Senate Committee on Energy and Nat-
ulfal Resources provides as follows:

First. That the House Budget Com-
mittee numbers are chosen for division
of the existing account as to bonuses
and rents. It was felt that this was the
deal the administration had agreed to.
and that its subsequent attempt to re-
structure the account was unwarrant-
ed. Puture bonuses and rents from any
leases whenever executed lying wholly
or partially within 3 nautical miles of
the State's waters will be shared on
the same 27-73 percent division as are
escrowed bonuses and rents

Second. That 27 percent of the exist-
ing moneys attributable to royalties
will be apportioned to the States. The
statute explicitly includes royalties
among the funds subject to a "fair and
equitable sharing."

Third. Future royalties from any
leases, whether executed before or
after the 1978 amendments, and which
lie wholly or partiallUy rithin 3 nautl,
cal miles of the State's waters, will be
shared on the same 27-73 percent
State-Federal basis as future bonuses
and rents. There have been differences
of opinion between the Department of
the Interior and the States on these
issues. This measure makes resolution
of these issues clear, specifically refer-
encing the sharing of revenues from
"any" lease not just those issued after
1978, and regardless of whether that
lease is "wholly or partially" within
the 8(g) zone.

Fourth. That the States would be
entitled to "recoup" from future reve-
pues their portion of those monies
which should have been included in
the account but which were not. Ten
percent of future revenues are desig-
nated for recoupment. This has been
necessitated because of changes in the
escrow account which then-Secretary
Watt sought to unilaterally impose.
Let me elaborate on this point.

Prior to 1981, all revenues from any
lease were escrowed even if a portion
of the lease fell outside the 8(g) zone.
A 1979 Solicitor's opinion on the
matter endorses the concept of placing
all revenues in escrow, and makes no
mention of prorationing such leases on
a surface acreage basis. In 1981, Secre-
tary Watt changed this practice. He
-began prorationing leases not only for
new lease sales, but also retroactively.
He continued this practice until he
was enjoined by a Federal court:

The Court hereby extends, until further
Order by this Court, that portion of the
Order requiring the Secretary to deposit In
a separate Treasury account aU lease reve-
nue-regardless of the surface acreage formu-
la usually applied by the Secretary." Texas
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vs Jim Watt Order, December 23, 1983.
(emphasis original)

Indeed, in his subsequent opinion In
the same base, Judge Parker noted
that several tracts were partially
within and partially without the 8(g)
zone:

The Court has included this fact In its de-
liberations when weighing the totality of
clrcumstances regarding a fair and equitable
division of the 8(g) lease revenue. For
future lease sales involving suLt tracts, the
Secretary should deposit kn the escrow ac-
count all revenue attributabel to such tracts
because in the absence of an agreement be-
tween the Secretary and Governor the de-
termination of what percentage of revenue
is attributable to the 8(g) portion of a par-
ticular trct Is a fitndng of fact appropriate-
ly made by this Court. Texas vs. Interior,
Opinion February 15, 1984. (emphasis origi-
nal)

Thus, nonprrationing and, there-
fore, recoupment is consistent with the
Department of the Interior's own ac-
counting practices prior to Jim Watt.
The only court ase to ever treat the
issue recognized that all revenues
should be escrowed.

The Department of the Interior had
total control over the drawing of lease
lines and could have avoided this prob-
lem had it chosen to do so. Indeed, it
now refrains from leasing areas which
straddle the 8(g) boundary and has
thereby eliminated this as a problem
for future leases.

In conclusion, the committee legisla-
tion settles the entire issue, and thus
avoids the Inevitable recurrence of
future disputes over future 8(g) reve-
nues, an objective which the adminis-
tration supports. The comprehensive
settlement reported by the committee
not only meets the reconciliation as-
sumptions, it saves the Federal Gov-
ernment, according to CBO, $302 mil-
lion more over the period fiscal year
1986-88 than the partial 8(g) provision
which the budget conferees had as-
sumed would be enacted.

Although this legislation offers the
States considerably less than they
sought, we feel it is a fair and equita-
ble resolution. We believe this legisla-
tion will end current and future litiga-
tion over the 8(g) issue, and by giving
the States a small stake in revenues
from a small area of the OCS, will ac-
tually spur OCS development. More-
over, compared to the 50-percent share
States receive of mineral revenues
from all onshore Federal lands, this
8(g) proposal is quite reasonable.

I urge my colleagues to support the
committee's position opposing the pro-
posed amendment.

Mr. HFLIN. Mr. President, I rise in
opposition to this amendment which
would drastically alter the Energy and
Natural Resources Committee's recom-
mendations with regard to the current
and future allocation of revenue gen-
erated by Federal oil and gas leases in
the so-called 8(g) zone.

For the past 7 years, revenue from
oil and gas leases has been held in
escrow because of a longstanding dis-
pute over its allocation between the

Federal Government and seven coastal
States. The revenue held in escrow has
now grown to over $5.8 billion. The
parties involved want the dispute set-
tled as soon as possible so this revenue
can be put to use. I believe the Energy
Committee has devised a fair and
workable solution to the allocation
problem and I urge my colleagues to
approve this plan.

The controversy over these funds
centers around section 8(g) of the
Outer Continental Shelf Land Act
Amendments of 1978 which provided
for the escrow of Federal revenue at-
tributed to oil and gas leases underly-
ing both Federal and State lands.
Under section 8(g) the revenue must
remain in escrow until an agreement
can be reached on how to divide the
money.

WItll negotiations stalled, the con-
ferees on the 1986 first concurrent
budget resolution directed that legisla-
tion be executed to settle the dispute
between the Federal Government and
the coastal States regarding the OCS
receipts. This recommendation as-
sumed that the Federal Government
would receive a 73-percent share of
the bonuses and rents held in escrow
and the States would get the remain-
ing 27-percent. This formula was ulti-
mately adopted by the Senate Energy
and Natural Resources Committee as
well as the Iouse Committees on Inte-
rior and Insular Affairs and Merchant
Marine and Fisheries. The committees
also proposed that the revenue to be
allocated include $1 billion in past roy-
alties. This was done pursuant to sec-
tion 8(g) which specifically provided
that the Interior Department would
escrow all "bonuses, royalties, and
other revenues."

The Energy Committee proposal set-
tlestwo other important issues. First,
the committee recommends that
future bonuses, rents and royalties
from the 8(g) tract be divided on the
same 73-percent to 27-percent basis.
Second, the committee proposal would
add to the escrow account $2 billion
that was withheld by the Interior De-
partment. The Interior Department
withheld these revenues from the 8(g)
account arguing that this revenue
came from oil and gas leases where
there was not a common pool with
State waters. Instead of depositing the
revenue attributable to these tracts,
Interior prorationed revenues from
tracts that were partly within the 8(g)
zone. The Energy Committee, as well
as the two House committees, rejected
Interior's prorationing recommenda-
tion as being inconsistent with Interi-
or's own accounting procedures, as
well as the only court case to address
this issue, Texas versus Interior,
which required the escrow of all reve-
nues. Under the committee recommen-
dation the States would be allowed to
recoup 27 percent of those disputed
amounts.

Mr. President, the committee's rec-
ommendation will achieve over $4 bil-
lion in budget savings to the Federal

Government from the release of these
funds from escrow. This proposal,
while certainly not perfect, will finally
settle the allocation issue in a fair and
equitable way. By adopting the com-
mittee proposal, further litigation can
be avoided and a workable framework
can be established for the future allo-
cation bf 8(g) revenues.

I urge my colleagues to oppose the
amendment and support the Energy
Committee's recommendations.

Thank you, Mr. President.
The PRESIDING OFFICER. The

time on that side has expired.
Mr. JOHNSTON. I yield the balance

of the time to the distinguished Sena-
tor from Idaho.

The PRESIDING OFFICER: With-
out objection, it is so ordered.

One minute is remaining.
Mr. McCLUEtE. Mr. President, I

hope this amendment is not adopted. I
will tell you why very briefly.

Mr. President, the recommendations
contained in the legislation reported
by the Committee on Energy and Nat-
ural Resources to the Budget Commit-
tee contains legislation to resolve the
ongoing litigation over the escrowed
revenues from the 8(g) zone of the
Outer Continental Shelf in accordance
with the assumption underlying the
instruction to the committee. I must
say that I was not particularly pleased
when the Senate directed us to resolve
the litigation since that matter had
not been on either our committee's or
the administration's agenda for this
session. I was even less pleased when I
learned that the administration had
decided to change their assumptions
on how much revenue was at issue.
Needless to say, they did not seek to
increase the amount which would
become available to the States. I be-
lieve the Administration, particularly
OMB, polarized the parties by taking
this action, thereby making compro-
mise more difficult.

I want to offer my congratulations
and deep appreciation to all the mem-
bers of the committee for their efforts
to resolve this issue within the time-
frame provided to the committee. I
also want to express my appreciation
for the restraint that was shown in
limiting our action to the resolution of
the litigation and excluding collateral
concerns, unlike the other body. I will
return to that subject in a moment,
but I did want the Senate to be aware
that this was not a simple issue and
that all members contributed to a defi-
nition of the issue and a resolution
which should eliminate the need for
us to ever revisit this subject.

While the committee could have
simply allocated the present amount
of revenues in the 8(g) account once
we had determined exactly how much
should be in there, that would not
have resolved the litigation. The result
would have been that we would have
to go through this same procedure
again in 3 years. We decided that
would not be a responsible recommen-
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dation. If the Senate desires that this
issue be resolved, then it should be re-
solved with finality.

The recommendation of the Com-
mittee on Energy and Natural Re-
sources does just that. It defines the
account and provides a clear and un-
ambiguous allocation of future reve-
nues. Various claims brought by the
States, such as the argument that the
term revenue in the original legisla-
tion includes taxes, have been settled.
The term means only bonuses, royal-
ties, and rents. The assumption of the
budget resolution that these revenues
would be split on a 73-percent Feder-
al-27-percent State basis has been fol-
lowed. The only issue which would
remain is the definition of State terri-
torial boundaries, and the committee
recommendation provides a mecha-
nism to resolve the allocation of 8(g)
revenues to the States when that issue
is settled.

The recommendation of the commit-
tee is responsible and fair. The back-
ground and section-by-section analysis
are set forth in the report of the
Budget Committee and I would invite
the attention of my colleagues to that
report.

I did want to return to the action of
the House Committee in including ex-
traneous provisions which would set
up a State veto over Federal leasing of
Federal lands on the Outer Continetal
Shelf. The so called "Miller" amend-
ment is not only irrelevant to the reso-
lution of the 8(g) dispute, it runs con-
trary to the intent of the Congress
when it enacted the 1978 amendments.
At that time we specifically rejected
such an approach. There is a myopia
loose which conveniently forgets the
lines at the gas stations and would
subordinate the security of the coun-
try to parochial concerns.

I seriously considered, and may yet
offer, an amendment to deny any
funds from the 8(g) zone to any State
which has either a Federal or a State
moratoria in place. We cannot afford
to permit this Nation to become hos-
tage to foreign elements again.

Frankly I am as distressed at the po-
sition of portions of the administra-
tion as I am with the actions of the
other body. The Secretary of Energy
wants to abolish the Synthetic Fuels
Corporation, which might give us an
alternative to offshore leasing, while
the Secretary of the Interior wants to
impose a 15-year moratorium off the
coast of California. If California can
have a moratorium, I fail to see why
Louisiana or Texas or Alaska cannot
have one.

The Miller amendment goes even
beyond that to permit the States to
hold the entire country hostage. This
entire process is pernicious, foolhardy,
and completely contrary to any ration-
al concern for the welfare of this
Nation and our obligations to the citi-
zens who elected us.

There are three points that I want
to make very clearly and quickly.
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First of all I did not welcome the as-

signment given our committee to solve
this issue. We were given that assign-
ment. We did the best we know how to
weigh the issues and the equities in-
volved to come up with an equitable
solution.

With respect to the estimates that
have been made, the Office of Tech-
nology Assessment says those esti-
mates of revenues are "not worth the
paper they are printed on." That is a
quotation.

Second, Mr. Bittenburg, who devel-
oped those figures, says they are very
broad bands of uncertainty. So the
Senator from Texas is correct.

Look at those estimates with very
great skepticism

With respect to the cap, I would
have been willing to negotiate a cap

.because I think the estimates are so
wildly out of proportion that we could
safely put a cap in there far below
their estimates, maybe 20 percent of
their estimates, and Sti= be totally
safe.

But that requires us to negotiate
some allocation within that period. I
hope the amendment is not adopted. I
move to table the amendment and ask
for the yeas and nays on my motion to
table.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient secondL

The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to lay on the table amendment No.
1040. The yeas and nays have been or-
dered and the clerk will call the roll

The assistant legislative clerk called
-the roll.

Mr. CRANSTON. I announce that
the Senator from Florida [Mr. CHIzs]
is absent because of illness.

The PRESIDING OFFICER (Mr.
HuxPmnR ). Are there any other Sena-
tors in the Chamber who desire to
vote?

The result was announced-yeas 54,
nays 45, as follows:

[Rollcall Vote No. 308 Leg.)

Andreas
Baucus
Bentaen
Bingaman
Boren
Burdick
Byrd
Cochran
Cohen
Cranston
D'Amsto
DeConcini
Denton
Domenicl
Eat
Exon
Ford
Garn

Abdnor
Armstrong
Blden
Boschwitz
Bradley
Bumpers
Chais
Danforth

YEAS-54
Goldwater
Oramm
HarkIn
Hatch
Hatfield
,Hawkins
Heflin
Helms
Holings
Inouye
Johnston
Kennedy
Kerry
Iaxalt

Long
MatsUnaga
McClure

icConnell

NAYS-45
Dixon
Dodd
Dole
Durenberger
Eagleton
Evans
Glenn
(ore

Metcher

Nunn
Pryor
Quayle
Roekefeller
Sasser
Simpson
Stennis
Stevens
Symms
Thurmond
Trible
Wahop
Warner
Wison
Zorinsky

Gorton
Oassley
Hart
Hecht
Heinz
Humphrey
Kasea m
Kasten

Lautenberg
Leahy
Levin
Lugar
Mathias
Mattingly
Me tzeabaf
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Mitchell Roth
Moynihan Rudman
Palkwood Sarbanes
Pel Simon
Presaler Specter
ProxmLre Stafford
Riegle welcker

NOT VOTING-I
Chile*

So the motion to lay on the table
amendment No. 1040 was agreed to.

Mr. McCLURE. I move to reconsider
the vote by which the motion was
agreed to.

Mr. JOHNSTON. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOMENICI. Mr. President, I
think the distinguished Senator from
California [Mr. WILsoNl has an
amendment.

/AMENDMENT NO. 1041

(Purpose: To exempt Israel bonds from the
imputed Interest rules of the Internal
Revenue Code of 1954)
The PRESIDING OFFICER. The

Senator from California.
Mr. WILSON. I thank the Chair and

I thank the distinguished manager.
Mr. President, I send an amendment

to the desk and ask for its immediate
consideration

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from California [Mr.

WILsoN] proposes an amendment numbered
1041.

Mr. WILSON. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
At the appropriate place in the bill, add

the following:
Sedon .Section 7972 of the Inlera Revenue Code of

1954 adl not apply t boa mad to the
Stae of Idr1

"t(a) IN oENEAL.--Subsectlon (C) of section
7872 of the Internal Revenue Code of 1954
(relating to below-market loans to which
the section applies) Is amended by adding at
the end thereof the following new psra-
graph:

"'(4) ExcPrrioN Yon ISRAim BONDS.-This
section shall not apply to bonds Issued by
the State of Israel.'.

"(b) Emmry DATL--The amendment
made by subsection (a) shall apply as if in-
cluded in section 172(a) of the Tax Reform
Act of 1984.".

Mr. WILSON. Mr. President, my
amendment is designed to remedy an
unintended impact of the imputed in-
terest rules that we passed as part of
last years tax bill, and is identical to S.
1619 which I introduced on September
10, 1985.

The problem we must address is that
under the imputed interest ules, Israel
bonds would become so disadvantage
that no one could afford the tax con-
sequences of buying them.

Under present law, certain below-
market loans are subject to so-called
imputed interest rules. The list of
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loans subject to these rules was quite a
bit longer a few weeks ago than it is
today because we passed a bill to
remove most of the onerous provisions
of the law as it was passed last year.
However, one very important impact
that was not remedied by our action
on H.R. 2475 was the impact that the
law has on bonds issued by the State
of Israel.

Israeli bonds serve a vital role in the
fight against Israel's staggering finan-
cial responsibilities. At present, Israel
devotes approximately two-thirds of
its budget to defense and debt service.
Many of the bonds that are issued do
yield market rates, but as a means of
lowering the costs of debt service,
some bonds yield as low as 4 percent.
This savings of more than 50 percent
on what Israel would otherwise have
to pay is of enormous importance. Fur-
thermore, it must be evident that the
people who buy these bonds do so not
as a matter of tax planning, but with
entirely philanthropic motives.
Indeed, according to the Wall Street
Journal, Israel sold more than $102
million of its bonds in the United
States in 1984, and an additional $44
million worth in the first 7 months of
this year.

For our tax laws to penalize such ef-
forts-by taxing the holders of Israel
bonds for income of more than twice
what they actually receive-would not
only be unfair, but truly counter to
our national interests. It is quite ap-
parent that we should do all that we
can to encourage voluntary efforts to
solve Israel's almost overwhelming fi-
nancial problems.

Mr. President, I know of no Member
of the Senate, or of the other body for
that matter, that opposes passage of
this legislation It is intended to cure
what was clearly an omission and an
unintended impact. I would have pre-
ferred to offer my amendment to a
less controversial, less cluttered, and
more relevant bill. However, because
of the possibility that there will be no
other vehicle available this year to
remedy this injustice in our tax
system, I am compelled to offer my
amendment today.

Mr. President, I thank the distin-
guished majority leader, as well as the
distinguished chairman of the Finance
Committee, Senator PACKWOOD, for
their help in moving this matter
along.

Mr. MOYNIHAN. Mr. President, I
rise today to join my distinguished col-
league Senator WILSON in cosponsor-
ing an amendment to correct an unin-
tended consequence of the Deficit Re-
duction Act of 1984. That legislation
included a provision designed to pre-
vent certain tax avoidance schemes in-
volving the use of below market or
zero interest loans.

The problem is this. The Govern-
ment of Israel has for many years sold
low interest bonds to Americans and
others abroad. As presently written,
the low interest loan rules enacted in
the Deficit Reduction Act may require

American purchasers of Israeli bonds
to pay taxes on th difference between
the bonds' return-4 percent-and the
market rate of interest on comparable
obligations. In other words, American
holders of Israeli bonds may be taxed
as if they had received a 9 or 10 per-
cent return on their investment rather
than the 4 percent they actually re-
ceive.

Congress never considered the situa-
tion with Israeli bonds when the low
interest loan rules were enacted last
year. These rules were designed to
eliminate certain tax abuses in loan
transactions, not to hamper the bond
sales of one of this Nation's most
valued allies. The amendment I Join in
cosponsoring today should clarify this
matter, by exempting obligations
issued by the Government of Israel
from the low interest loan rules. I urge
my colleagues to join us in this expedi-
tious solution to this problem.

Mr. WIILSON. I ask unanimous con-
sent that Senators HAwKMNs and MoY-
NIRAN be added as cosponsors.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOMENICI. Does the Senator
yield back the remainder of his time? I
am going to take 30 seconds and then
yield back mine.

Mr. President.
The PRESIDING OFFICER. The

Senator from New Mexico.
Mr. DOMENICI. Regardless of how

valid this amendment is, I do not be-
lieve it belongs on this reconciliation
bill. I yield back the remainder of my
time, and I make a point of order that
the amendment is not germane.

The PRESIDING OFFICER. The
point of order of the Senator from
New Mexico is well taken.

Mr. WILSON. Mr. President, I move
to waive the point.

Mr. DOMENICI. Mr. President, par-
liamentary inquiry. A motion to waive
is out of order; the Chair has already
found the amendment to be out of
order?

The PRESIDING OFFICER. The
Senator from New Mexico is correct.

Mr. DOMENICI. The amendment
has fallen, has it not?

The PRESIDING OFFICER. The
Senator from New Mexico is correct.

Mr. DOMENICI. I thank the Chair.
Mr. JOHNSTON. Mr. President, I

suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The legislative clerk called the roll.
Mr. JOHNSTON. Mr. President, I

ask unanimous consent that the order
for the quorum call be rescinded.',

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. JOHNSTON. Mr. President, I
ask unanimous consent to have print-
ed in the REcoRD a letter from myself
and JArxs McCLRM.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

U.S. SENATE.
COMMITrTEE ON ENERGY AND NATURAL

RsiouRcEs,
Washington, DC, October 22, 1985.

DEAR COLLEAOuG You have probably re-
ceived recent correspondence urging your
opposition to the Outer Continental Shelf
Lands Act provision of the Budget Reconcil-
iation package, and the "give-away" of
"BILTTIONS" of federal dollars that it en-
tails. These missives variously estimate the
size of this "give-away" to be "$6-12 bil-
lion"; "$4-8 billion"; or the "$4.5-6.5 billion"
estimate in the Metzenbaum-Evans Dear
Colleague.

Anyone familiar with the OCS leasing
program will instantly realize these esti-
mates to be preposterous.

These estimates purport to reflect the
amount of royalties which coastal states will
receive from the so-called 8(g) zone-a 3
mile wide stretch of coastal waters Just sea-
ward of the federal-state seaward boundary.
The provision in the Budget Reconciliation
package reported by the Senate Energy
Committee mandates that the coastal states
receive a 27% share of the future federal
royalties to be recognized from this zone. It
is this provision that opponents point to as
a "raid" on the federal Treasury.

In the last 7½ years the states' 27% share
of the 8(g) royalty account has totaled only
$48 million, or an average rate of $6'h mil-
lion per year for all the states. If it were to
continue to produce at this rate for 30 years
without any depletion, it would produce a
total of $194 million over the 30 year period.

CBO estimates the states' share of future
royalties from the 8(g) zone to be $27 mil-
lion per year, or a total of $810 million over
30 years.

Of course, both of these figures would be
subject to reduction for inflation and the
time value of money by a factor of approxi-
mately 75% over the 30 year period.

So in view of these two figures, $194 mil-
lion (straight line extrapolation of present
royalties), or $810 million (the CBO 30 year
estimate), just how does Interior or the
Metzenbaum-Evans letter arrive at the
dollar figure between $4-12 billion? The
answer is that they do so through admitted-
ly suspect methodology and wildly optimis-
tic projections.

Indeed, for this 3 mlle wide band to
produce state revenues of this magnitude,
total production would have to run between
$89 billion and $267 billion, for the period.
For the Metzenbaum-Evans allegations to
prove true, oil production from the 8(g)
zone would have to be 28 times greater over
the next 30 years than it has over the last
7H. All of this comes in the face of a report
issued last year by the Mineral Management
Service which revised downwards the Interi-
or's estimates of recoverable OCS reserves
by 50%.

The OCS provisions reported by the
Senate Energy Committee reflect a very
thoughtful and balanced compromise to a
complicated and longstanding dispute. This
compromise, which is virtually identical to
that reported by two committees in the
House, would save over $300 million more
during the FY 1986-88 period than would
the partial solution assumed by the Budget
conferees. We urge you to reject the un-
founded and unrealistic assertions of oppo-
nents of this compromise and to support its
retention on the Senate floor.

Sincerely,
JAMs A. McCLuRE,

U.S. Senator.
J. BnNrETT JOHNSTON,

U.S. Senator.
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Mr. JOHNSTON. Mr. President, I

suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The legislative clerk proceeded to

call the roll.
Mr. DOLE. Mr. President, I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOLE. Mr. President, let me
urge my colleagues who have amend-
ments to come to the floor and offer
them. I have had a number of Sena-
tors ask me about the plans for tomor-
row and I have to make some Judg-
ment here by at least 2.30 p.m.

If we cannot complete action on this
bill and two others today we will be
here tomorrow and it looks more and
more like that. We have been 3SS
hours on this measure and disposed of
two amendments, one on a rollcall and
one subject to a point of order.

So, I hope at 2:30 pam. I will be able
to advise my colleagues on each side
whether there will be a session tomor-
row. But unless Members start show-
ing up I think the answer is fairly ob-
vious.

I suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The legislative clerk proceeded to

call the roll.
Mr. DECONCINI. Mr. President, I

ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMl NO. 1042

(Purpose: To freeze the effects of a Wage
Area Survey regarding Federal blue collar
pay rates for Department of Defense, Vet-
erans' Administration, and other Federal
agency employees In Tucson. AZ)
Mr. DECONCINI. Mr. President, I

send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Arizona [Mr. DICoN-

crni] proposes an amendment numbered
1042.

Mr. DECONCNI. Mr. President, I
ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
At the appropriate place in title VIII of

the bill, insert the following new section:
Src. . Notwithstanding any other provi-

sion of law limiting the amounts payable to
prevailing wage rate employees during the
fiscal year 1986, wage schedules or rates
payable in the Tucson, Arizona wage area
shall not be reduced as a result of a wage
survey conducted during fiscal year 1985.

Mr. DaCONCINI. Mr. President, I
will try to be very brief. This is an
amendment that addresses an anoma-
ly that has occurred in the Tucson,
AZ, wage area and which is currently
affecting the pay of over 800 blue-
collar Federal workers at Fort Hau-
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chuca, the Veterans' Administration,
and other Federal agencies in the
Tucson area. These are not high-
priced Federal workers; these are the
blue-collar workers. I wish to stress
that. Let me explain briefly what has
happened.

Under prevailing wage law, blue-
collar wage surveys are done periodi-
cally in the private sector blue-collar
work force to help the Office of Per-
sonnel Management and the affected
agencies determine what the compara-
ble blue-collar pay rates should be for
Federal workers in the Defense De-
partment and other agencies These
surveys are performed and reviewed
by the agencies; Federal employee
unions; and the OPM, as I understand
it. Then once there is concurrence on
the survey, the survey results are ap-
plied to the affected agencies and de-
partments and blue-collar wages are
adjusted accordingly to those agencies.

Mr. President, such a survey was
performed in the Tucson wage area
during fiscal year 1985, with the re-
sults to be applied to Federal blue-
collar wages in fiscal year 1986, start-
ing November: 10. The results were
that, unlike any other wage survey
area in the Nation, certain Tucson
area blue-collar Federal workers were
hit with as much as a 10-percent pay
cut. Normally, I would be hard pressed
to single out one particular wage
survey area for special consideration.
But the major factor in the Tucson
wage survey, which led to the devas-
tating blue-collar wage cut, was the
omission of copper industry blue-collar
work force data from the Tucson wage
area survey. Historically, the copper
industry has always been included in
these wage surveys with copper indus-
try wage rates included in the equa-
tion used to determine Federal blue-
collar pay. But it was left out. Gener-
ally, the copper industry pay rates
have been substantially higher than
other area industries, and there is no
reason it should not be in. Therefore,
the failure to put the copper industry
data into the fiscal year 1985 survey
has skewed in the wrong manner. The
result has been, in part, the huge per-
centage pay cut which is unfair to
these workers.

Mr. President, my amendment would
treeze the pending pay cut for these
800 Federal blue-collar workers in
Tucson, AZ, wage area for the balance
of fiscal year 1986. Let me quickly add
that both OPM and DOD have indi-
cated to me that they expect next
year's wage survey in Tucson will
result in about a 5-percent increase in
pay rates for blue-collar workers and a
comparable correction in blue-collar
pay for certain Federal workers.
Therefore, the net effect of my
amendment would be to hold the Fed-
eral blue-collar workers harmless from
the effects of this anomalous 1-year,
drastic pay cut until next year when
the pay would presumably increase by
5 percent. That would mean that blue-
collar Federal workers would still
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suffer a 5-percent pay cut below 1985
pay rates. But my amendment would
allow them to adcist to this smaller
pay cut over the balance of fiscal year
1986.

Mr. President, I do not take lightly
the perception that we are tinkering
with a prevailing wage rate system
that, in general, has been fair and
worked well. But the situation in
Tucson is, by all accounts, an aberra-
tion that is so severe, so unexpected
and, perhaps, tainted by the lack of
copper industry wage data, that we
should offer some degree of relief to
these workers for the balance of this
current fiscal year. Equity and fair-
ness dictate this course of action and I
hope that the Senate will see fit to
make this exception. I have notified
the chairman of the Governmental Af-
fairs Subcommittee with jurisdiction
over this matter and I hope that he
would have no objections to making
this exception for the Tucson, AZ,
wage survey area workers.

Mr. President, I urge the adoption of
my amendment.

Mr. President, I have cleared this
with Senator STEvrms of Alaska who
chairs the subcommittee dealing with
Federal employees and Senator EAGLZ-
TON of Missouri. They find no problem
with this. I know it is a special situa-
tion but I ask the indulgence of my
colleagues, and hopefully the amend-
ment will be accepted.

Mr. McCONNEL. Will the Senator
from Oregon yield for a question?

Mr. PACKWOOD. Yea
Mr. McCONNELL. I am very inter-

ested in this question of Customs user
fees. I have a question dealing with a
situation in which there is a user paid
Customs station, I mean Customs loca-
tion at a port where the user reim-
burses the U.S. Customs Service for all
of the facilities, including space, office
furniture, computer terminals, and
telephones, for the US. Customs Serv-
ice at no cost to the Customs Service,
and makes the Customs Service whole
in every way for the services it pro-
vides at the facility. User paid Cus-
toms stations also include stations
where the user reimburses Customs in
the manner I have just described at
Customs-designated small airports
where the reimbursing entity uses the
Customs facility for its exclusive bene-
fit. Our reconciliation proposal pro-
vides that we would have a $5 charge
for the user for each informal entry
where the Customs Service prepares
the document. The question to you is,
Would this user fee apply in a situa-
tion where all the costs of the Cus-
toms Service were being reimbursed in
this kind of a user-paid situation?

Mr. PACKWOOD. No. In a situation
where the user reimbursed all the
costs of the U.S. Customs Service at a
particular location, there would be no
user charge for informal entries at
that-location

Mr. McCONNEa.J. Will the Senator
yield further for further clarification?
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Mr. PACKWOOD. Yes.
Mr. McCONNELL. The same section

of the reconciliation bill dealing with
the charge for an informal entry
makes the statement that the user fee
only applies when the documentation
is prepared by the Customs Service.
What does the preparation of the doc-
ument by the Customs Service entail?

Mr. PACKWOOD. If the Customs
Service physically has to fill in the
document and must look up the
TSUSA number applicable to the com-
modity, that would be preparation by
the U.S. Customs Service. If in fact,
the document is prepared by other
than the Customs Service, either a
broker or a carrier, and includes a
TSUSA number, that document would
be prepared by the user, and the
charge would not apply.

Mr. McCONNELL. Thank you very
much.

Mr. GORTON. Mr. President, parlia-
mentary inquiry. Is the amendment by
the Senator from Arizona germane to
this bill?

Mr. DECONCINI. Mr. President,
pursuant to-

Mr. GORTON. I have a parliamenta-
ry inquiry.

Mr. DECONCINI addressed the
Chair.

Mr. DECONCINI. Mr. President,
after the Chair rules, I ask pursuant
to section 904 of the Budget Act-

The PRESIDING OFFICER. Will
the Senator withhold? A parliamenta-
ry inquiry has been put. The Chair re-
sponds by saying that the amendment
appears not to be germane.

Mr. GORTON. Mr. President, I
make a point of order against the
amendment.

Mr. DECONCINI. Mr. President,
pursuant to section 904(b) of the
Budget Act, I move to waive the ger-
maneness requirement contained in
section 305(b) of that act for consider-
ation of my pending amendment, and
ask for the yeas and nays on this
motion.

The PRESIDING OFFICER. Is
there a sufficient second? There is not
a sufficient second.

Mr. DrCONCINI. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OF-FICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. DECONCINI. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DECONCINI. Mr. President, I
ask for the yeas and nays on my
motion.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
Mr. GORTON. Mr. President, I

move to lay on the table the motion of
the Senator from Arizona, and ask for
the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
of the Senator from Washington to
lay on the table the motion of the
Senator from Arizona. On this ques-
tion, the yeas and nays have been or-
dered, and the clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. CRANSTON. I announce that
the Senator from Florida [Mr. CHILES]
is absent because of illness.

The PRESIDING OFFICER (Mr.
HECHT). Are there any other Senators
in the Chamber who desire to vote?

The result was announced-yeas 36,
nays 63, as follows:

(Rollcall Vote No. 309 Leg.]

Andrews
Armstrong
Boschwltz
Chafee
Cochran
Cohen
Danforth
Dole
Domenicl
East
Evans
Gorton

Abdnor
Baucus
Bentsen
Blden
Blngaman
Boren
Bradley
Bumpers
Burdick
Byrd
Cranston
D'Anato
DeConcinl
Denton
Dixon
Dodd
Durenberger
Eagleton
Exon
Ford
Garn

YEAS-36
Gramm Packwood
Grassley Pell
Hatfield Pressler
Hawkins Proxmire
Hecht Roth
Heinz Rudman
Helms Simpson
Kassebaum Stafford
Lugar Symms
McClure Wallop
Murkowskl Warner
Nickles Zorinsky

NAYS-63
Glenn Mattingly
Goldwater McConnell
Gore Melcher
Harkin Metzenbaum
Hart Mitchell
Hatch Moynihan
Heflin Nunn
Hollings Pryor
Humphrey Quayle
Inouye Riegle
Johnston Rockefeller
Kasten Sarbanes
Kennedy Sasser
Kerry Simon
lautenberg Specter
Laxalt Stennis
Leahy Stevens
Levin Thurmond
Long Trible
Mathias Weicker
Matsunaga Wilson

NOT VOTING-1
Chiles

So the motion was rejected.
Mr. GORTON. Mr. President, I

move to reconsider the vote by which
the motion to lay on the table was re-
jected.

Mr. DECONCINI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. GORTON. Mr. President, I ask
unanimous consent that the order for
the rollcall on the DeConcini motion
be vitiated.

The PRESIDING OFFICER. Is
there objection? Without objection, it
is so ordered.

Mr. GORTON. Mr. President, this
side yields back all the time on the
motion.

Mr. DECONCINI. I yield back the re-
mainder of my time on the motion.

The PRESIDING OFFICER. All
time having been yielded back, the
question is on agreeing to the motion
to waive.

The motion was agreed to.
Mr. DsCONCINI. I move to recon-

sider the vote by which the motion
was agreed to.

Mr. INOUYE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. DECONCINI. Mr. President, I
move adoption of the amendment.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Arizona.

The amendment (No. 1042) was
agreed to.

Mr. GORTON. Mr. President, I yield
to the Senator from Oregon.

AMENDMENT NO. 1043
(Purpose: To allow social security coverage

of newly hired members of the Connecti-
cut State Police)
Mr. PACKWOOD. Mr. President, I

send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:
The Senator from Oregon [Mr. PAcK-

WOOD] for himself, Mr. DODD, and Mr.
WEICKER, proposes an amendment nOm-
bered 1043.

On page 265, between lines 7 and 8, insert
the following:
SEC. 769G. COVERAGE OF CONNECTICUT STATE

POLICE.
Notwithstanding any provision of section

218 of the Social Security Act, the Secretary
of Health and Human Services shall, upon
the request of the Governor of Connecticut.
modify the agreement under such section
between the Secretary and the State of
Connecticut to provide that service per-
formed after the date of the enactment of
this Act by members of the Division of the
State Police within the Connecticut Depart-
ment of Public Safety, who are hired on or
after May 8, 1984, and who are members of
the tier II plan of the Connecticut State
Employees Retirement System, shall be cov-
ered under such agreement.

Mr. PACKWOOD. Mr. President,
this is an amendment that would allow
the State of Connecticut to let newly
hired State police be brought under
the Social Security Program if they
want to. They do not have to.

It is voluntary. We are not forcing
them into it. About 90 percent of the
State of Connecticut employees are
now covered, and under a new agree-
ment they can be brought in. This
amendment would permit that.

Mr. WEICKER. Mr. President, this
amendment will extend Social Securi-
ty coverage of new Connecticut State
police officers. The State of Connecti-
cut has reached a collective bargaining
agreement with the State police which
calls for including newly hired officers
under the Social Security Program. In
order to implement this agreement,
however, a technical change must be
made in the Social Security law to au-
thorize the Governor of Connecticut
to include the new hires under Social
Security.

It is also imperative that the change
in the Social Security law occur before
the end of this year -or, under the
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terms of the contract agreement, some
of the retirement provisions will need
to be renegotiated.

It is my understanding that this
amendment is supported by the Con-
necticut State Employees Retirement
Commission, the State Police Union,
and the Labor Relations Division of
the State of Connecticut Department
of Administrative Services.

Mr. President, I strongly urge adop-
tion of the amendment.

Mr. DODD. Mr. President, on behalf
of my colleague from Connecticut
[Mr. WEIcKER], I am very pleased to
Join Senator PACKWOOD in offering an
amendment which will help to facill-
tate the coverage of new members of
the Connecticut State Police under
the Social Security System. This is a
purely technical amendment which
pertains only to the State of Connecti-
cut and to the coverage of new State
police employees under the Social Se-
curity Act. I would also like to express
my appreciation to Senators PACK-
wooD and LoNa for their assistance in
bringing this amendment to the floor
today.

Currently, about 97 percent of the
employees of the State of Connecticut
are covered by Social Security. The
one remaining exception is the State's
police employees. However, under a
collective-bargaining agreement
reached between the State and its
State police union last year, the State
would be authorized to request cover-
age under Social Security for police
employees hired on or after 'May 8,
1984. Our amendment would simply
enable this agreement to be imple-
mented under the current require-
ments of the Social Security Act.

Let me emphasize that all the inter-
ested parties in the State support the
amendment which we are offering
today. The amendment applies only to
the State of Connecticut and only to
newly hired State police employees.
We have also been informed that our
amendment has no budget impact.

I urge my colleagues to support the
amendment.

Mr. GORTON. Mr. President, this is
a bipartisan amendment. It is cleared
on this side.

Mr. JOHNSTON. It is cleared on
this side.

The PRESIDING OFFICER. Is all
time yielded back?

Mr. PACKWOOD. Yes.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment.

The amendment (No. 1043) was
agreed to.

Mr. GORTON. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. JOHNSTON. I move to lay that
motion on the table.

Mr. METZENBAUM. Mr. President,
will the Senator yield for a question?
Is it the intent that the Senator de-
sires that I go forward with my tobac-
co amendment at this point?
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Mr. GORTON. the managers on

both sides would be delighted if the
Senator from Ohio would go ahead
with this amendment.

Mr. METZENBAUM. Then I will
suggest the absence of a quorum tem-
porarily so that I can see If Senator
Eagleton is ready to come over and
Senator FoRD. I would certainly like to
have him on the floor. I suggest the
absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. GORTON. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. METZENBAUM. Mr. President,
I am about to send an amendment to
the desk in connection with the issue
of tobacco. Before doing so, I note
that the coauthor of the amendment,
Senator EAaLTrrN, is not on the floor.
I want to be courteous to him, and I
have taken this matter up with the
manager of the bill as well as with
Senator FORD.

Therefore, I ask unanimous consent
that 3 minutes be reserved for Senator
EAGLETON to speak in support of the
amendment, that the 3 minutes be
taken out of the 10 minutes we have
on our side, and that if the time ex-
pires, in no event would it be later
than 3:10 p.m. that we would hold up
the-matter so far as Senator EAoLrTON
is concerned.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMKTnDMIn noO. 1044
(Purpose: To remove the tobacco program

.provisions)
Mr. METZENBAUM. Mr. President,

I send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Ohio [Mr. Mrz-
RNBAum], on behalf of himself and Mr.
EAGFIroN, proposes an amendment num-
bered 1044:

On page 372, strike out lines 3 and 4 and
insert in lieu thereof the following:

Part 3-Tobacco Products Excise Taxes
On page 374, strike out line 1 and all that

follows through line 9 on page 415.
Mr. MEIZENBAUM. Mr. President,

I yield myself 5 minutes of the 10 min-
utes allocated to me.

Mr. President, these provisions
having to do with tobacco do not
belong in the reconciliation bill. They
belong in a separate agriculture bill.
They were included as a result of a
deal on the floor of the Senate. The
distinguished Senator from North
Carolina stated it and said it publicly.

I reluctantly gave my support to the 16-
cent tax in exchange for reform of the pro-
gram. -
* That is here got the 16-cent tax
as well as the provisions in the budget
reconciliation measure.
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Tobacco is in reconciliation because

it is alleged to save money. But the
Congressional Budget Office says that
cash flow savings will be $200 million.

However, I point out one thing: That
does not include-and I emphasize
this-losses to be incurred by the Com-
modity Credit Corporation when to-
bacco is sold at 10 cents on the dollar,
as provided in this legislation.

The committee report says:
It is anticipated that the pre-1982 tobacco

will recover only about 10 percent of the
loan principal, resulting in a loss to the
Commodity Credit Corporation of at least
$636 million. In addition, there is the expec-
tation that the poor quality 1983 burley to-
bacco will be sold at a discount of 90 percent
or more, with the loss falling upon CCC
rather than the no-net-cost account. This
could mean on additional loss to the CCC of
at least $53 million.

What we are saying, Mr. President,
is that we are talking about $1.1 bil-
lion that will have to be appropriated.
I do not call that a saving, neither
does the administration.

I point out to my colleagues on the
other side of the aisle a letter which
was received by Senator Do~iicr,
dated October 14, written by the Di-
rector of the Office of Management
and Budget, James Miller. He wrote as
follows:

-Although these provisions state that one
of the, goals is to maintain the no net cost to
the taxpayer of the tobacco program, in re-
ality the bill imposes significant costs on
the taxpayer. This legislation provides for
the complete disposal of all stocks of burley
and flue-cured tobacco at substantial dis-
counts.

Continuing on, the OMB says:
The Government would lose $1.1 billion as

a result of being forced to sell its stock at
prices significantly below prevailing market
prices, without reimbursement from tobacco
producers or cigarette manufacturers

The savings are illusory. This bill
will cost $1.1 billion. This is a contro-
versial bill and it is controversial even
in the tobacco States. It should not be
considered under reconciliation rules.
It should be considered in detail as
part of the farm bill in the same way
we are considering every other com-
modity. The dairy farmers would like
to have their program protected this
way. So would corn, wheat, cotton,
rice, sugar, and peanuts. Why should
this tobacco issue be given special
privilege to be included in the budget
reconciliation measure under limited
time? Why? What kind of arrange-
ment, what kind of deal does this
mean for the American people? All of
the other programs are subject to full
scrutiny and to amendment. And there
is no excuse to give the tobacco bailout
treatment that is given to no other
commodity.

My amendment does not address
Itself to the totality of the issue. The
farm bill is still coming up. The
amendment can be considered in the
farm bill. It should not be a part of
the budget reconciliation measure,
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particularly when it will cost the U.S.
Treasury $1.1 billion.

Mr. President, I reserve the remain-
der of my time.

Mr. GORTON. Mr. President, I yield
2 minutes to the distinguished senior
Senator from North Carolina.

Mr. HELMS. Mr. President, I thank
the distinguished manager of the bill
and I thank the Chair.

Mr. President, I have the highest re-
spect for my friend from Ohio and I
am baffled as to why he is offering
this amendment.

Let me answer some of these ques-
tions as briefly as I can.

First of all, reconciliation was
chosen as the vehicle because of the
direct tie with the increase in the 16-
cent tax on cigarettes and making the
.tobacco program reforms.

Furthermore, the House reconcilia-
tion bill already dealt with the tobacco
program as it earmarked 1 cent of the
16 cents to be used to pay for the oper-
ation of the Tobacco Program without
making the price support reductions
and other reforms in the Senate bill.

Time-I can answer that one easily.
And I expect that the distinguished
Senators from Kentucky, both of
them, will respond to that. The burley
tobacco markets were scheduled to
open on November 18 and that has
now been postponed to December 2,
and further delay is a tremendous and
unreasonable burden to place on the
burley farmers, most of whom are in
Kentucky, some in North Carolina and
other States.

But let me say this: For years I have
been telling all of the so-called tobacco
family that the trouble with the To-
bacco Program was that the support
price was higher than the market
price. I had to drag people kicking and
screaming to the table. We had over
100 meetings this year before we had
some area of agreement.

Now, this program will not have a
support price above the market price
and, therefore, no longer will tobacco
be grown for sale to the Federal Gov-
ernment. I would think that the dis-
tinguished Senator from Ohio would
applaud that. I thought he would be
on this floor saying, "Hooray. Senator
HELMS has done something, Senator
McCoNNELL has done something, Sena-
tors FORD, EAST, and the rest of them
have done something."

But, no, here he comes with a list of
vagaries that just bewilder me.

This legislation is designed to re-
store stability to the tobacco program
so it will not cost anything. Indeed, be-
cause it will reform the tobacco pro-
gram, it will result in some $235 mil-
lion in direct savings over current law.

Finally, the tobacco family listened
to my message about this business of
support price being higher than the
market price.

Again, I say the distinguished Sena-
tor from Ohio should be applauding
this instead of opposing it.

The present support levels are too
high. They are not competitive in the

world market. I Just do not understand
why the distinguished Senator from
Ohio does not understand that.

No one in the tobacco family really
likes this bill. I had to draw all of the
competing forces together, and Sena-
tor FORD will testify to how difficult
that was. Senator McCoNNLL was in
on it, and other Senators.

So this is a good bill that ought to
have unanimous support.

I reserve the remainder of my time.
Mr. GORTON. I yield 2 minutes to

the distinguished senior Senator from
Kentucky.

Mr. FORD. Mr. President, I thank
the distinguished manager of the bill.

Let me just make a point or two.
The distinguished Senator from Ohio
is not arguing this amendment. He is
arguing his next amendment. He
wants to instill in the minds of his col-
leagues what the next amendment will
bear,

All I want you to look at is this
amendment eliminates the tobacco
program, pure and simple. It elimi-
nates the tobacco program.

1 do not believe there is a Member of
this Senate outside of the two spon-
sors of the bill who would want to see
anyone in their State eliminated for
their future. So what we are looking at
here is the elimination of the pro-
gram. The health groups do not want
it. The tobacco people do not want it.
Manufacturers do not want it. I be-
lieve that the health groups, as I said,
do not want to really eliminate the
program. They want to keep control
on it so you will not grow from fence
row to fence row.

And why iB it in reconciliation? I just
want to elaborate on this one moment.
The House placed the tobaccob bill in
reconciliation. We have done the same
thing over here. We increased the cig-
arette tax to 16 cents, or allowed that
to stay on, a 6-cent increase. We added
new taxes to smoke less and the tobac-
co bill that was presented as in this
Reconciliation Act saves $236 million
from this budget period forward for 3
years.

The next 3 years it will double that
and save $900 million. So why should
not this piece of legislation be in rec-
onciliation? Why should it not have
come from Finance?

So, I say to my distinguished col-
leagues, my tobacco season in Ken-
tucky for sales will start in less than 2
weeks.

The PRESIDING OFFICER. The
Senator's 2 minutes have expired.

Mr. FORD. I thank the Chair.
Mr. GORTON. I yield 2 minutes to

the Junior Senator from Kentucky.
Mr. McCONNELIL Mr. President, I

thank the Senator.
Mr. EAGLETON. Will the Senator

yield me 2 minutes?
Mr. METZENBAUM. Yes.
The PRESIDING OFFICER. The

Senator from Kentucky has the floor.
Mr. EAGLETON. I am sorry.
Mr. McCONNELL I thank the Sena-

tor from Washington.

Mr. President, I rise in strong oppo
sition to the motion of the Senator
from Ohio to strike section 792 from
the Senate Reconciliation Act. I
thought 2 weeks ago that the Senate
clearly spoke to this issue, but since it
has been revisited there are some im-
portant considerations which must be
brought'before the Senate.

It appears increasingly obvious that
a 16-cent permanent excise tax will be
established on cigarettes. This 16-cent
tax represents a 100-percent tax in-
crease, and while it is clearly unjusti-
fied in my opinion, the will of the
Senate is that the 16-cent cigarette tax
will be made permanent. Given that,
we must afford the tobacco growers in
my State, in North Carolina, in Virgin-
ia, in Tennessee, in the Senator's
home State of Ohio, and in 15 other
States in this country, the opportunity
to continue making a profit by grow-
ing a perfectly legal crop. In raising
the cigarette excise tax, we effectively
are penalizing a $11 billion a year in-
dustry in Kentucky, so I see nothing
inappropriate about including im-
provements in the tobacco program in
a bill which increases the cigarette
excise tat.

The arguments regarding the merits
of the cigarette tax are well known
and were debated at length 2 weeks
ago. But I think some highlights of
the program improvements are in
order here.

As many of my colleagues know, this
package of program improvements is a
delicately balanced agreement reached
after months of negotiations between
grower groups and cigarette manufac-
turers. It is bipartisan package in the
truest sense-the package is supported
by Flue-oured and burley grower
groups, Republicans and Democrats,
the tobacco growers, in six Southeast-
ern States. For the program improve-
ment we envision to be successful this
package of improvements must be ac-
cepted intact with no changes. A small
change could jeopardize the whole
agreement, and in the absence of an
agreement, Uncle Sam will be stuck
with about 4 billion dollars' worth of
tobacco. We can do better than that,
Mr. President; and here's why.

This legislation provides that, after
an initial 19-percent reduction in the
tobacco price support loan rate, the
system of price supports governing the
tobacco program will be totally market
driven in the future. Totally market-
oriented, ,Mr. President. Perhaps the
distinguished chairman of the Agricul-
ture Committee could refresh my
memory, but I don't believe that any
other commodity covered by the 1985
Senate Committee farm bill is subject
to total market-oriented loan rates.
For that reason, there will be no need
for the Senate to consider tobacco leg-
islation in the near future since do-
mestically grown tobacco will now be
price competitive in the world market.
Price-competitive tobacco means that
surplus stocks won't nile un in the
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future because U.S. grown tobacco will
now find its way into the market chan-
nel instead of into the producer-owned
inventory.

The company buy-out of current
loan inventories is a critical part of
this legislation. Because of artificially
high price support rates, unprecedent-
ed surpluses of leaf have built up in
producer held inventories. Enactment
of the No Net Cost Tobacco Program
Act of 1982 mandated that producers
themselves would pay all costs associ-
ated with maintaining this tobacco
loan inventory. The costs of carrying
this tobacco have become prohibitive
because of the huge volume of tobacco
in inventory and no clear resolution to
the problem of the industry can be
made until this surplus tobacco is
moved into the marketplace.

Therefore, the domestic cigarette
manufacturers have agreed to pur-
chase the millions of pounds of sur-
plus tobacco in inventory, that they
say they neither need nor want, at a
cost exceeding $2 billion. We start out
with a clean slate in the loan invento-
ry, and all future costs associated with
maintaining such inventory will be
shared equally by producers and com-
panies.

Let me emphasize for a moment, Mr.
President, that point. No commodity
group, other than tobacco growers,
pays for its own program. Sure, there
are number of commodity groups in
which producers pay into a promotion-
al fund. But producers of no other
commodity pay for price support of
their commodity program. Add-to this
unique arrangement the fact that ciga-
rette companies will share in the costs
of the tobacco program after enact-
ment of the provisions of this bill and
you have what I believe, Mr. Presi-
dent, is an outstanding arrangement.
Let's leave well enough alone.

Finally, Mr. President, this tobacco
proposal is truly a producer bill that is
needed to maintain the viability of a
program that has served rural Amer-
ica for over 50 years. It affects 150,000
growers in Kentucky and countless
other farmers in neighboring States.
Why, there are even 5,600 tobacco
growers from the home State of the
distinguished author of this amend-
ment, who raised over $26 million
worth of tobacco in 1984. We must not
pull the rug out from under the thou-
sands of farm families and rural com-
munities who depend on tobacco pro-
duction for their very existence.

The tobacco program improvements
are not perfect. There are elements of
the agreement on which the legisla-
tion is based that are bitter medicine
for tobacco producers and cigarette
manufacturers. But in an unprece-
dented show of unity within a multi-
billion dollar vertical industry, each
group swallowed their medicine be-
cause they knew they had to do it to
save the tobacco programn

I urge my colleagues -to reject this
effort to dismante a true industry
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compromise and defeat this amend-
ment.

I do not know of any other agricul-
tural commodity coming before this
body that is willing to take advocating
a reduction in price support. In fact,
the tobacco growers are taking a 16-
percent reduction in price support.

Killing the program, terminating
the tobacco program, which is precise-
ly what the distinguished Senator
from Ohio and the Senator from Mis-
souri would like to do here, is going to
have no positive effect,

If you eliminate the tobacco price
support program, you will not do any-
thing about the smoking of tobacco. It
will still be product[d is still a legal
crop in America. Item1 be produced,
some argue, more efficiently and less
expensively and we all know that ciga-
rette smoking is directly tied to the
price of cigarette

If ever there were a commodity that
it could be argued ought to be under a
control prod!etion system, this is It.
This is it. "

The demise of the program would
mean the end of over 150,000 people in
my State who make some or all of
their income from growing this legal
crop. In fact, what you are talking
about here with the demise of the pro-
gram is doing nothing whatsoever
about cigarette constmition in Amer-
ica but simply creatifna depression in
Kentucky and North Carolina and
some other States.

In my judgment, that serves no
good purpose, absolutely no good pur-
pose. This commodity program is
paying for itself.

The Senator from Ohio mentioned
that it was going to cost the Govern-
ment some 1"neY. Let me tell you
with all due isapect to the distin-
guished Senator from Ohio, if this
program is not saved by the passage of
this tobacco reform proposal, the
growers-

The PRESIDING OFFICER. The
Senator's time expired.

Mr. McCONNEIJ. I ask unanimous
consent for another 25 seconds

The PRESIDING OFFICER. Is
there objection?

Mr. METZEA-BAUJI object, unless
it is taken off the time of the Senator
from Washington.

Mr. EAGLETON. Mr. President, will
the Senator from Ohio yield me 2 min-
utes?

Mr. MEIZENBAUM. I do.
The PRESIDING OFFICER. The

Senator from Missouri.
Mr. EAGLETON. Mr. President, the

Senate is being asked to adopt a re-
vised tobacco subsidy program which
is estimated by OMB will cost the
American taxpayer $1.1 billion.

This new improved tax giveaway has
not been considered or approved by
the Agriculture Committee. You can
try to make it into ' Finance bill but
tobacco is supposedly within the
domain of the Agriculture Committee.

Mr. President, we spent a consider-
able time on this bill arguing the hor,

rors that would befall the budget proc-
ess if we established the precedent of
adding wholly extraneous matters to
the filibuster proof reconciliation reso-
lution. It was that reason the textile
amendment was ultimately stripped
from the bill and acted on separately.

Now I see no fundamental difference
between the textile amendment and
this tobacco provision. If one doesn't
belong on the reconciliation bill, then
neither doesl There is only one reason
we find the tobacco program hiding in
the pages of this bill and that is it
cannot stand the light of Senate
debate. The sponsors of the program
know that. They know that if normal
Senate debate and voting procedures
were to apply-as they most certainly
should-this program would undergo
major revisions or be killed outright.

This new program purports to keep
tobacco supply in line with demand
and thereby relieve the Government
of future support costs. But I point
out to my colleagues, these are the
very same promises we heard about
the so-called No Net Cost To Taxpay-
ers Tobacco Program passed in 1982-a
program that it turns out cost the tax-
payer about $1.1 billion, the so-called
no net cost. Do you remember that
one, Mr. President?

The chairman of the Committee on
Agriculture stated on July 14, 1982
when debate on this mis-named pro-
gram began: "... the package of
changes we urge the Senate to adopt
today will assure that there are no
losses for the Government and the
taxpayer in the operation of the to-
bacco program; they will assure that
U.S. tobacco will become more com-
petitive with that grown in world mar-
kets." The sponsors of that program
now concede that neither objective
has been attained.

The No Net Cost Taxpayers Act that
was put together in 1982 by what is
termed the "tobacco family" did not
result in stable markets and no losses
to the Government. The OAO, in a
report of February 8, 1985 states that:
"Although the 1982 act is entitled the
No Net Cost Tobacco Program Act of
1982, the program does not operate at
no net loss to the taxpayer." In fact,
the chairman of the Agriculture Com-
mittee on July 10, 1985 stated:

Frankly, the No Net Cost Program has
not worked as Congress intended. Much
more tobacco-both Flue-cured and burley-
has gone under loan than was ever antici-
pated. As a result of these massive loan
stocks, Congress took a number of addition-
al actions in 1983, including the freezing of
the price supports farmers receive for 3
years. Again, this action has not worked as
expected. o80 once again we are here in hope
of getting it right this time. It is our hope to
accomplish in a successful way the inten-
tions of Congress-mandated by the House
of Representatives in 1981-that the Tobac-
co Program be operated at no cost to the
taxpayers-except the normal administra-
tive expenses associated with any farm pro-
gram.

Now Mr. President, we are being
as· ed to accept as part of this reconcil-
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iation bill what the chairman of the
Agriculture Committee called on July
10:

The Tobaco Program Improvement Act
of 19865, a bill designed to restore stability to
the Tobacco Program, to improve its oper-
ation for family farmers, and to save the
taxpayers billions of dollars from potential
losses.

He further stated that this proposal
was the result of efforts

... to improve the economic conditions for
the entire tobacco family and to assure the
well-being of more than half of a million
family farmers.

The "tobacco family" came up with
a lemon in 1982 and now we are being
asked to accept on faith their latest
proposal without thorough scrutiny by
the Senate. The "tobacco family" may
be confined to a few States, but what
they propose has enormous conse-
quences for al taxpayers and should
therefore be considered by the full
Senate.

There was extensive debate about
the No Net Cost Program when it was
considered by the Senate and there
were amendments considered, but de-
feated which would have assured a
true no net cost to the taxpayer. Now
because this misbegotten and misla-
beled program failed, we are again
being asked to bail out tobacco with
another $1.1 billion of the taxpayer's
dollars. I strongly oppose any major
bailout or revision of the tobacco pro-
gram without at least thorough con-
sideration by the Senate Agriculture
Committee and considered in the con-
text of the entire range of the farm
bill itself.

Mr. GORTON. I yield 2 minutes to
the distinguished junior Senator from
North Carolina.

Mr. EAST. I thank the manager.
Naturally, I shall be brief, with 2

minutes. I believe it would be a traves-
ty upon the legislative process if this
very carefully crafted package, which
took hours to develop, were destroyed
in 10 minutes of debate time, 5 min-
utes for the distinguished and able
Senator from Ohio. I say this is a care-
fully crafted package. It is actually a
scaling down of the program, as the
Senator from Kentucky has noted.

The tobacco States have accepted a
16-cents a pack tax on cigarettes,
which is an increase in terms of the
sunset provision that was originally in
the law. The buy-down provision that
is in it is a very vital component of
maintaining the integrity of the pro-
gram.

I think it would ill behoove either
political party to try to destroy the
program which exists in 22 States.
Twenty-two States grow tobacco. And
in these States, it is certainly true In
North Carolina, South Carolina, Vir-
ginia, the Southeast, entucky a total
of 22 States, it has become a part of
the fabric of the economy. This pro-
gram has been in existence going back
to the period of the New Deal era. It
was a product of the New Deal era and
to destroy it by this amendment

would, as the Senator from Kentucky
has noted, be a reckless act.

I would certainly urge all of my col-
leagues to support this package and
let us move on to other more serious
business.

Mr. SASSER. I rise in opposition to
this amendment which would have the
effect of killing the Tobacco Program.
Mr. President, the delay in considering
this important legislation has already
disrupted tobacco markets throughout
the country. Passage of this amend-
ment would only add to this confusion
and cause great hardship to the farm
families which rely on the tobacco
crop.

All over Tennessee, our 38,000 tobac-
co farmers are bringing their crop to
market. These farmers had hoped that
tobacco auctions would begin :around
the 18th of November. The unprtain-
ty already surrounding the Tobacco
Program makes it very unlikely that
we will hit that target date. Passage of
this amendment could well shut down
many tobacco markets permanently.

This is a matter of grave concern to
the Tennessee tobacco grower. These
hard working men and women depend
on the Tobaceo Program. They are
tired of their livelihood being used as
a political football here in Washing-
ton. They need a well-functioning To-
bacco Program so that they can bring
their crop to market and get a fair
return on their product.

Now late last night, my distin-
guished colleague, Senator WaxNDELL
FoRD and others amended the bill ex-
tending the Dairy Program to set the
price support for burley tobacco at
$1.48 per pound and also to cap assess-
ments under the No Net Cost Assess-
ment Program at 4 cents per pound.
This second provision brings welcome
relief to tobacco farmers who have
shouldered increasing assessment bur-
dens over the past 3 years.

I certainly hope that the House of
Represeatives will approve this stop-
gap measure. This temporary measure
should help bring a degree of stability
to tobacco markets while we await
final action on the more extensive re-
visions to the Tobacco Program con-
tained in the budget reconciliation
bill. We must not add further confu-
sion to this situation by undercutting
the efforts begun last night.

The Tobacco Program provisions
contained in the reconciliation bill call
for a $1.45 price support level. The bill
also substantially lowers assessments
under the No Net Cost Program and
splits the burden of paying the assess-
ments evenly between growers and to-
bacco companies, a significant im-
provement over the current program.
As part of this agreement, major ciga-
rette manufacturers would purchase
most of the existing surplus which has
been a major factor in depressing to-
bacco prices and increasing the costs
of the tobacco program.

Now the reconciliation bill was re-
ported on October 2. It should have
been the immediate order of business

for the Senate, and we should have
stayed -w this bill without delay. But
because of Gramm-Rudman, the debt
limit extension, and the Republican
leadership's opposition to including
the textile bill on the reconciliation
measure, the Senate has quite frankly
missed the boat and not taken action
on this measure which contains much-
needed revisions to the Tobacco Pro-
gram.

On several occasions, I have come to
the Senate floor in defense of tobacco
growers in Tennessee and elsewhere.
On July 26, 1985, I made a lengthy
statement urging various parties to
different tobacco bills to reach an
agreement with regard to their differ-
ent approaches to revisions in the To-
bacco Program. More recently I op-
posed efforts on the reconciliation bill
to raise Federal tobacco taxes to 22
cents-a move that would surely drive
thousands of Ternnessee farmers out of
business.

Once again, I would remind my col-
leagues that tobacco Is the sixth larg-
est cash crop in the country. As of
1983, Federal, State, and local tobacco
taxes amounted to some $9 billion.
Indeed the taxes collected on tobacco
were 2½V times the value of the crop
that year. The Federal tobacco tax has
been raised from 8 cents to 18 cents.
Raising tobacco taxes further would
drive domestic growers out of business,
further increasing the amount of im-
ported-tobacco coming into the coun-
try-tobacco that simply does not have
the quality of the domestic crop. So
higher tobacco taxes clearly under-
mine efforts to make effective changes
to the current Tobacco Program. We
must avoid this route and develop a
compromise measure which reduces
the burden of grower assessments
under the No Net Cost Program and
also encourages major cigarette manu-
facturers to reduce the current tobac-
co surplus.

It is now clear that delay may cause
as great a hardship to tobacco growers
as tax increases. If this body just
delays and delays, we could effectively
kill the Tobacco Program.

So once again, I would urge my col-
leagues to complete action on this
measure today, immediately appoint
conferees and come up with suitable
revisions to the No Net Cost Assess-
ment Program. Tobacco growers in
Tennessee and elsewhere have sup-
ported the No Net Cost Assessment
Program in good faith. They expect
the Congress to make prudent changes
in the program in order to reduce as-
sessments, reduce surpluses, and make
American tobacco competitive on
world markets. We owe it to them to
make these changes so that their to-
bacco can be marketed and our tobac-
co farmers can receive a fair price for
their product. -

We have delayed long enough; we
must go forward and make suitable re-
visions in the Tobacco Program.
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Mr. TRIBLE. Mr. President, I rise in
opposition to the amendments offered
by the Senator from Ohio

The practical effect of these aneand
ments would be to eliminate the To-
bacco Program and that restructuring
would be disastrous. It would Jeopard-
ize the livelihood of 250,000 farmers
dependent on the program.

Moreover, this reform of the Tobac-
co Program improves the program sig-
nificantly. It reduce price supports to
make American tobacco competitive in
world markets. It makes quotas re-
sponsive to market conditions and re-
quires manufacturers and exporters to
share the cost of the program.

The language contained in this
budget reconciliation plan is the result
of a year's work. Many long meetings
between grower organizations and to-
bacco companies have led to the devel-
opment of this plan and this legisla-
tion is critical to the long-term, well-
being of this important part of the
American agricultural industry.

Mr. President, since 1982 when the
cigarette excise tax was increased
from 8 cents to 16 cents, consumers of
tobacco products have borne a heavy
tax burden. Last year smokers paid
Federal, State, and local governments
more than $9 billion in tax revenue.
This is nearly three times the amount
that our small, struggling tobacco
farmers made for their 1984 crop.

So it is the small farmer, whose work
contributes so much to the public
Treasury who will bear the burden if
we adopt these amendments.

Tobacco farmers already have taken
more than their fair share of cuts and
reductions so that they can preserve
their livelihood. Without this legisla-
tion, I fear, tobacco farmers easily
could lose their unique way of life. I
strongly urge my colleages to oppose
these ameridments.

Mr. GORTON. Mr. President, I rise
today to address a Federal program of
dubious virtue. This program perpet-
uates and assists an industry which
produces a product that has led direct-
ly or indirectly to the ill health of mil-
lions of Americans. It takes 350,000
lives per year and is generally conlid-
ered a health menace by everyone
from the Surgeon General to those
who actually choose to use it. I am
speaking about tobacco and its protec-
tion under the Federal Tobacco Sup-
port Program.

I continue to believe, as I have since
entering this bo~ 5 years ago, that
the Federal Government should not
be subsidizing the production or distri-
bution of tobacco or tobacco products
in this country. I do not disagree with
the right of an adult to choose to
smoke after he or she weighs the rami-
fications of that decision. I do object,
however, to the tragically ironic prac-
tice of continued Federal expenditures
for administering the tobacco pro-
gram, conducting tobacco.research and
otherwise assisting in its production,
while, at the same time, spending bil-
lions of taxpayer dollars to treat

Americans who have succumbed to to-
bacco'a choking addiction We all pay
for those who smoke in the form of
higher insurance premiums sid in
creased costs to the multi-billion-
dollar medicare and medicaid system.

At some point, I believe that Con-
gress must seriously considfer termi-
nating the Federal Tobacco Program
altogether. Unlike other federally sup-
ported crops, tobacco does not provide
an ounce of nutrition to those that
consume it. It does not provide for the
public welfare. In fact, it does just the
opposite-tobacco kills.

I do not, however, harbor any Milu-
sions that Co gress will terminate the
program tod or in the near future.
Its supporters are great in power, if
not great in number. The question we
face today is whether it is prudent to
authorize the tobacco program as out-
lined in this bill or to strike it, as the
Metzenbaum amendment would, and
revisit the tobacco program when the
Senate returns to consideration of the
farm bill in the weeksPahead.

After careful studyc am convinced
that the tobacco program outlined in
the reconciliation bill, although imper-
fect, is the best that can be expected
under the circumstances. If we are
going to have a tobacco program, oner-
ous though the thought is, we should
adopt one which places the smallest
burden on the taxpayer and which re-
tains the current 16-cent-per-pack tax.
This proposal appears to accomplish
that.

The current tobacco program is on
the verge of collapse. Tobacco farmers
are paying higher and higher assess-
ments to fund the program while Gov-
ernment stockpiles of defaulted tobac-
co get larger and larger. If the pro-
gram is to survive, changes must be
made, and if changes are made, they
should be responsible.

The proposal contained in the recon-
ciliation bill is adequate and certainly
an improvement on the current pro-
gram. It would require cigarette manu-
facturers to.-contribute to the cost oJ
the program, reduce the Government
loan rate for tobacco, and modify the
quota system which dictates how
much growers sell each year. The plan
also permits the Government to sell
off its surplus tobacco at discounts in
order to reduce the Fedral stockpile.

The Senate proposal is also better
than the alternatives which have been
offered. The House reconciliation bill
contains a provision that would ear-
mark 1 cent of the 16-cent-per-pack
tax for the Tobacco Price Support
Program. This proposal does nothing
to alleviate the woes of the current
program and it perpetuates an already
intolerable budget situation by spend-
ing an additislam $1 billion on the pro-
gram.

Given this scenario, I will support
the bill's tobacco pae.age with a
minor modification. I believe that the
second Metzenbaum amendment,
which will ensure that the- Gmve-
ment gets a competitive prie-C fLts

stockpiled tobacco, is sound and
should be accepted. Under the bill as
reported, tobacco companies would be
jpri aed to purchase existing Gov-
erment surpluses at noncompetitive
fitd rates, in many cases at 90-per-
atdiscounts. I believe logic and fair-
nas demand that we make the sale of
the Government-owned tobacco com-
petitive. Not doing so raises serious
questions.

As modified with the second Metz-
enbaum amendment, this measure will
gfve the Senate adequate bargaining
power in its conference with the
House of Representatives and will
avoid the acceptance of the completely
shortsighted tobacco provisions found
in the House bill. Having said that, I
must reemphasize my general displeas-
ure with the role that the Govern-
ment has taken toward the tobacco in-
dtstry. The costs to the American
public are great and the benefits are
few. I trust that before too long, this
Congress will revisit the tobacco pro-
gram and decide once and for all that
it has no place in the activities of the
Federal Government.

Mr. President, I yield the balance of
my time to the distinguished President
pro tempore.

Mr. THURMOND. Mr. President, I
rise in opposition to the pending
amendment. Adoption of this amend-
ment would delete from the reconcilia-
tion bill a provision included by the
Senate Finance Committee which is
critically important to the preserva-
tion of our domestic tobacco industry.

Mr. President, the Tobacco Program
has worked well for many years, suc-
cessfully fulfilling the goals it was de-
signed to meet. It has made it possible
for thousands of small family farmers
to remain on the farm. The Tobacco
Program, however, has reached a criti-
cal point and is in great need of
reform.

S. 1418, which Senator HE.Ms to-
gether with myself and others, intro-
duced this past July, addresses and
seeks to correct the problems in the
current program. That bill was the
result of a cooperative, bipartisan
effort on the part of tobacco growers,
manufacturers, various farmer organi-
zations, Members of Congress, and ad-
ministration officials.

The section of the reconciliation bill
which would be deleted by the pend-
ing amendment is almost identical to
S. 1418. Like S. 1418, the section of the
reconciliation bill the pending amend-
ment would strike proposes a workable
Tobacco Program. While not wholly
satisfactory to any of the various af-
fected groups, it nevertheless appears
to be generally acceptable to all those
involved. Deleting this section would
jeopardize the survival of the Tobacco
Program, as well as the entire tobacco
industry.

Mr. President, the tobacco industry
is very important to the economy of
not ory my home State of South
Carolina. but of the entire Nation.
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Some 2 million jobs, from the farm to
the sales counter, depend on the to-
bacco industry. In 1984, the Federal
Government received approximately
$5 billion from excise taxes on tobacco
products. In addition, State treasuries
received $4.5 billion in revenues from
tobacco. The tobacco industry also
contributes favorably to our balance
of payments. In 1983, the United
States had a trade surplus in tobacco
of approximately $1.8 billion.

Over 200,000 families in 23 States
engage in growing and harvesting of
tobacco.

Mr. President, in including this sec-
tion in the reconciliation bill, the
Senate Finance Committee recognized
the need to preserve our domestic to-
bacco industry and maintain economic,
stability in that important sector of
our economy. The distinguished ma-
jority leader offered the Tobacco pro-
gram modification section as an
amendment during Finance Commit-
tee markup of the reconciliation bill. I
commend him for his farsighted
action, and for his understanding of
the tobacco industry.

The program changes that would be
accomplished by this section are cru-
cial to the livelihoods of thousands of
small tobacco farmers and their fami-
lies. I urge my colleagues to oppose
the amendment.

Mri'. Presfdent, Je' o Y o not
smoke. But just like some people are
going to use alcohol, some are going to
use tobacco. Mr. President, I hope that
this amendment will be defeated.

Mr. GORE. Mr. President, I rise in
opposition to the amendment to strike
the tobacco provisions from the recon-
ciliation bill. This debate today repre-
sents the culmination of months of
discussion and compromise in the to-
bacco community, There have been
sharp differences of opinion over the
best way to reform the Tobacco Pro-
gram In order to preserve it in a- form
beneficial to growers. Many Senators
on both sides of the aisle deserve
credit for the time and effort that
they have invested in trying to resolve
the seemingly intractable problems
facing the Tobacco Program.

The political reality has been clear
to me for many months that in order
to preserve the Tobacco Program it
would be necessary to maintain the
cigarette excise tax at 16 cents per
pack. Significantly, in Tennessee,
where over 90,000 families participate
in the Tobacco Program, my constitu-
ents have recognized this political re-
ality as well. And I am glad that the
chairman of the Agriculture Commit-
tee and the senior Senator from Ken-
tucky have accepted this reality. Their
acceptance of the inevitability of
maintaining the cigarette tax at 16
cents has made it possible for the Con-
gress to pass legislation reforming the
Tobacco Program so that it continues
to benefit tobacco growers.

Under this bill, which continuation
of the 16-cent tax has made possible,
we will be able to dispose of the gigan-

'tic tobacco surpluses that currently
threaten the future of the Tobacco
Program. We will also make structural
changes in the Tobacco Program, in-
cluding lowering the support price
substantially and requiring tobacco
growers and cigarette manufacturers
to share equally in the future cost of
the program.

Their acceptance of the 16-cent tax
was an act of political courage and
statesmanship. And because of the
merger of the 16-cent tax and Tobacco
Program reform legislation, a merger
that I have advocated since early this
year, we now have a good chance of
salvaging the Tobacco Price Support
Program. If the pending amendment is
defeated, as I believe it should be, and
the Senate passes this legislation re-
forming the Tobacco Program, we still
face the challenge of reconciling this
language with different language that
is in the House bill.

As many of my colleagues know, I
supported an alternative to the provi-
sions in the bill before us, but I believe
that the Senate bill offers a workable
framework for preserving the Tobacco
Program. I would take this opportuni-
ty to urge everyone in the "tobacco
family" to seek a constructive accom-
modation of the varying concerns and
interests that are reflected in the
Senate bill and the bill in the other
body.

The stakes for tobacco growers in
Tennessee and 16 other States are
very, very high-too high for us to let
this opportunity slip away.

The PRESIDING OFFICER. All the
time has expired.

Mr. M]EIZENBAUM. Mr. President,
does the Senator from Ohio have 3
minutes remaining?

The PRESIDING OFFICER. The
Senator is correct.

Mr. METZENBAUM. Mr. President,
the administration, according to the
letter written to Senator DoMuXcI
from the OMB:

Strongly opposes the permanent changes
made to the tobacco program which will
force the U.S. Government to sell its exist-
ing stocks of tobacco at sharply discounted
prices. This latter provision will eost the
taxpayer more than $1 billion over the next
5 to 8 years

Now, this matter has been described
as eliminating the tobacco program. It
was so described by the Senator from
North Carolina, as well as the Senator
from Kentucky. That is hogwash. It
does not eliminate the tobacco pro-
gram at all.

What it does, it eliminates this par-
ticular tobacco program from the
budget reconciliation matter, but the
legislation that has been in effect for
years will continue to be in effect. But
what we are told is that if you do not
pass this, the big cigarette compa-
nies-four of them-are not going to
be willing to buy the tobacco that is in
storage. And we want to sell them that
tobacco at 10 cents on a dollar.

Bring out your tears and cry a little
bit for the big tobacco companies of

this country, while millions of Ameri-
cans-and their cases are right now
being decided-

Mr. FORD. Will the Senator yield?
Mr. bETZENBAUM. I will not yield.
Mr. FORD. You used the name of

the Senator from Kentucky.
Mr. METZENBAUM. Mr. President,

regular order. I have the floor and I do
not intend to yield the floor.

The PRESIDING OFFICER. The
Senator from Ohio has the floor.

Mr. METZENBAUM. What we are
talking about is selling tobacco for 10
cents on the dollar to the big tobacco
companies. And they are going to com-
bine together, collusively-that is the
bill. They are permitted to do it so
that no one bids 11 cents a pound or
12 cents a pound.

Now, the real question to all the
budget balancers is: Are you prepared
to give away $1,100,000,000 to the to-
bacco companies of this country?

The argument is made that this is
for the tobacco farmer. I do not buy it.
This is for the cigarette companies.
They are the ones that are going to
gain when we pass this legislation.
This proposal does not belong in the
Budget Reconciliation Act. It ought to
be debated freely and openly as part
of the agriculture bill. It cannot stand
on its own there, so they put it in the
Budget Reconciliation Act. It should
not be there. We ought to take it out
and then they could come back to it
when we get back to the farm bill and
debate it openly and fairly without
any limited debate.

Mr. President, I am prepared to vote.
I ask for the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas alid nays were ordered.
Mr. DOLE. Mr. President, is there

any time remaining?
The PRESIDING OFFICER. All

time has expired.
Mr. DOLE. Mr. President, as one

who believes in saving money, and this
will save $235 million over 3 years, I
move to table the amendment and ask
for the yeas and nays.

The PRESIDINO' OFFICER. Is
there a sufficient seCond? There is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
of the Senator from Kansas [Mr.
DoLE] to table the amendment of the
Senator from Ohio (Mr. MgzLxs MrM].
The yeas and nays have been ordered
and the clerk will call the roll.

The legislative clerk called the roll.
Mr. CRANSTON. I announce that

the Senator from Florida [Mr. Canns]
is absent because of Illness.

The PRESIDING OFFICER. (Mr.
ARMSTRONG). Are there any other Sen-
ators in the Chamber who desire to
vote?

The result was announced-yeas 66,
nays 33, as follows:
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Abdnor
Andrews
Armstrong
Bentsen
Boren
Boschwitz
Bumpers
Byrd
Cochran
Cranston
D'Amato
Danforth
DeConcini
Denton
Dole
Domenict
East
Evans
Exon
Ford
Ooldwater
Gore

Baucus
Blden
Bingaman
Bradley
Burdick
Chafee
Cohen
Dixon
Dodd
Durenberger
Eagleton

YEA--66
Gorton
Oramm
Grassley
Harkin

Hecht
Heflln
Heins
Helms
Houtgs
Humphrey
Inouye
Johnston
Kauebum
Kennedy
Laxalt
Long
Lugar
Matunaga
Mattingly
McClure
McConnell

NAYS-33
OGrn
Glenn
Hart
Hatch
Hatfield
Kasten

aKerry
I1autenberg
Leahy
Levin
Mathiass
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Melcher
MUurkowskl
Nkkles
Nunn
Paekwood
Presler
Pryor
Quayle
Rockefeller
Rudman
Suaer
Simpson
Stennis
Stevens
Symms
Thurmond
Trible
Wallor
Warner
Welcker
Wilson
Zorisky

Metzenbaum
Mitchell
Moynllun
Peil
Proxmire
Rlegle
Roth
sarbanes

Simnon
Specter
Stafford

NOT VOTING-1
Chiles

So the motion was agreed to.
Mr. HElJUMS. I move to reconsider

the vote by which the motion was
agreed to, Mr. President.

Mr. GORTON. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

O0]Dm Or PROCXDURE

Mr. DOLE. Mr. President, I want to
alert my colleagues, since there are
many on the floor, that there are still
six amendments pending. If all the
time is consumed and there are no in-
tervening cuorum calls and we have
rollcall votes on each-which I hope
will not be necessary-we will be on
this bill another 2½ hours. Following
that, we want to take up the Overseas
Private Investment Corporon and
the Compact of Free Association. f we
can do all that by 8 or 9 tonight, we
will not be in tomorrow.

I may be constrained to hold off an-
other 30 to 35 minutes to see if we can
get an agreement on the Compact of
Free Association. If not, we will put It
over until tomorrow and start at 9
o'clock.

A sWDArmS NO. I045
(Purpose: To modify the provisions reatlng

to the purchase of inventory stock of cer-
tain tobacco crops)
Mr. METZENBAUM. Mr. President,

I send an amendment to the desk and
ask for its immediate consideration

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:
The Senator from Ohio [Mr. Mm'z-

ZNBaum] proposes an amendment nuibeted
1045.

Mr. METZENBAUM. Mr. President,
I ask unanimous consent that further
reading be dispensed with.

The PRESIDING OFFICER. With-
out objectlves, it is so ordered.

The sanedrlst is as follows:
On page 404, line 16, strike out "Notwith-

standing" and insert in lieu thereof 'Except
as provided in subsection (E), notwithstand-
Ing

Qn page 406, line 2, after "reduced by"
insert "an amount not greater than".

On page 406, line 13, after "sale at" insert
"a price no less than".

On page 40, line 16, after "sale at" insert
"a price no less than".

On page 407, lne 5, after "sale at" insert
"a price no, h than".

On page 4B, strike out line 16 and all that
follows throuiJIne 16 on page 411.

On page 41" rlke out lines 12 through
17 and insert in lieu thereof the following
new subsection:

"(E) Nothing in this section shall be con-
strued as declaring any actions otherwise
prohibited by the Sherman Act, the Clayton
Act, or the Federal Tde Commission Act,
as being legal

Mr. MEIZENBA1U4 Mr. President,
would the Chair be good enough to
alivise me what are the time limits in
connection with this amendment?

The PRESIDING OFFICER. Under
the previous order, there will be 10
minutes toe aide.

Mr. ME'T32AUM. Mr. President,
I yield myself mainutes.

First, Mr. President, I ask unani-
mous consent that time -not be count-
ed and the Senate be called to order.

The PRESIDING OFFICER. The
point of order of the Senator is well
taken The Senate is not in order. The
Senate will be in order.

The Senator from Ohio may pro-
ceed.

Mr. ME.TZEYTNIJM. Mr. President,
the previous anmerlt dealt with re-
moving all other wons having to
do with tobacco fry the budget rec-
onciliation measure. This amendment
is much more limited. This deals with
the fact that the proposal before us in
the bill provides an exemption from
the antitrust laws for four tobacco
companies. Pure and simple, that is an
this proposal is: It is an exemption
from the antitrust laws for four tobac-
co companie Our amendment specifi-
cally providesfat the tobacco compa-
nles will be subject to the Clayton Act
and the Sherman Antitrust Act and
other acts of a similar nature.

What we are talking about also is
the fact that, under ite legislation,
the tobacco companies would be per-
mitted to get together, they provide
for an allocation of the market. If one
company has 20 percent of the
market, another gets 50, another gets
10 and another 20, then each of them
agrees that they get that much of the
tobacco that is in storage at 10 cents
on the dolbr.

I make it clear, Mr. President, the
bill fixes the rie. It is not what they
will bid for, which is what I would
want them to have an opportunity to
do; it is the American way, that you
pay whatever fair market conditions
are. This is pure and simple soEalsm
in favor of the four big tobao compa-
nies. I cannot, for the life of me, un-
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derstand how any Member of this
body can vote for socialism for the cig-
arette companies and be so strongly
against it when they are on the public
platform. The bill as it stands is a bla-
tant license to violate the antitrust
laws of this country. It provides by law
for a 90-percent discount. It allocates
to the companies on the basis of their
respective market share that tobacco
that is in storage at 10 cents on the
dollar.

What do we gain for agriculture by
saying that for agriculture, we are
going to have this special arrangement
that can get this kind of advantage?
We do not do anything like this In the
field of wheat or soy, or any of the
other cornmedites-sugar, milk-but
for tobacco, the four tobacco compa-
nies agree that they will buy It at 10
cents on the dollar.

All my amendment does is leave the
provisions ip just as they are, but it
deletes the price fixing, deletes the al-
location based on market share, and
states that the antitrust laws apply.

I am told the tobacco companies do
not like this amendment. Well, that is
too bad; I did not expect that the to-
bacco companies would like this
amendment. But if the American
people knew what is going on on the
floor of rie Senate this afternoon, I
have re--doubt in my mind that it
would not be a matter of 70-30 saying
that the tobacco companies ought to
be subjected to the antitrust laws and
have to bid competitively; the over-
whelming 95, 9s, 100 percent of the
people of America would say that this
amendment should be supported.

The cigarette manufacturers of this
country should not be given a special
exemption from the antitrust laws. I
hope the Senate will see fit to adopt
the amendment this afternoon, Mr.
President.

I yield back the remainder of my
time.

Mr. BOSCHWITZ. Mr. President,
will the Senator yield for a question?

Mr. ETZENAUM. On the Sena-
tor's time, Mr. President.

The PRESIDING OFFICER. The
Senator from Minnesota has no time.

Mr. GORTON. Mr. President, I yield
control over the time in opposition to
the amendment to the Senator from
North Carolina

Mr. EHELMS Mr. President, I thank
my colleague.

I yield 1 minute to the Senator from
Minnesota.

Mr. BOSCHWITZ. Mr. President, I
must tell the Senator from Ohio and
the Senator from North Carolina that
I am inclined to vote for the second
amendment of the Senator from Ohio.

I would like to know if this tobacco
has been offered to these companies
before at this price that they are now
being mandated to buy it for.

Mr. METZENBAUM. This surplus
has been around for a long time. It is
my understanding that it has been of-
fered to the tobacco companies and
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under the bill, the prospective buyers
will have 90 days after the bill is en-
acted to buy whatever they want.

The answer then is it has been of-
fered to them. They are not satisfied
to buy it on the basis of market condi-
tions or on the basis of some other
price, but are insisting on buying it at
10 cents on the dollar.

Mr. BOSCHWITZ. It is my under-
standing that they must buy It under
this provision. Am I correct?

Mr. METZENBAUM. I think that is
arguable. I do not think there is any-
thing specific that I am familiar with
that provides they must buy It because
you do not name the tobacco compa-
nies. And I do not see how we could by
legislation-as a matter of fact, it is
pointed out by my staff that on page
407 it specifically provides that "each
domestic manufacturer of cigarettes
may enter into agreements to pur-
chase inventory stocks of flue-cured
and burley tobacco" until inventory
stops.

The PRESIDING OFFICER. The
time yielded by the Senator from
North Carolina to the Senator from
Minnesota has expired.

Mr. H-ELMS. Mr. President, the dis-
tinguished Senator from Ohio-and he
is my friend; I like him-is confused or
getting bad advice. There is no tobacco
proposed to be sold for 10 cents on the
dollar, none. Because of the attached
conditions that a purchaser must buy
2 pounds of the 1982-84 crop at a
value more than it is actually worth,
there is no company giveaway. I know
It is popular and it is sometimes effec-
tive to use the bugaboo of the compa-
nies, but let me tell the Senator some-
thing. I had the toughest time with
the tobacco companies, bringing them
into agreement with this legislation, so
please do not burden us with all of
this malarkey about a bailout or a
windfall for the tobacco companies be-
cause it simply is not so.

Mr. METZENBAUM. Mr. Presi-
dent-

Mr. HELMS. I did not interrupt the
Senator. I ask him to forbear.

Now, let me say to my friends, this is
like a little boy who had Just caught a
fish. The fish was wiggling in his
hand, and he said, "Hold still little

- fish. I am not going to hurt you. I am
just going to gut you."

Now, what the distinguished Senator
from Ohio wants to do is gut a pro-
gram that is the livelihood of 100,000
farmers, maybe more.

Now, I said before and I say again
that we painfully, arduously produced
this bill after over 100 meetings so
that we would get the support price
down below the market price. I am
amazed that the Senator from Ohio
would be opposed to that. I cannot be-
lieve the position that he is taking.

I do not know whether other Sena-
tors want time or not.

Mr. FORD. Mr. President.
Mr. HELMS. I yield to the Senator

from Kentucky such time as he may
desire.

Mr. FORD. Mr. President, we have
heard a lot about OMB and the busi-
ness of tobacco from the distinguished
Senator from Ohio, but the Tobacco
Program is complex, to say the least.
The business is one of the oldest in
the world and international in scope.

Since when did OMB become an
expert in the tobacco trade? Does
OMB know the difference between a
B-34 or X-1L grade? Does it know that
there are over 120 grades of burley
and 140 grades of Flue-cured? We all
know that OMB has enough trouble
presiding over the basics, so how in
the world can this body put any credi-
bility in what OMB has done? When
was the last time OMB gave us a
figure that was correct? You check
back and see how many times they
have been correct.

Mr. President, let me give you this
fact. The sale of the 1982 crop-I am
talking about burley now-will result
in. about a $25 million profit to the
farm cooperatives that is put into the
no-net-cost fund. I cannot understand
why the Senator from Ohio would
have an objection to selling something
for a profit. He is objecting to that
and wants to take it out of the bill.

The 1984 crop will be sold at no loss
to the Government. It will be sold at
the farmers' cost plus all carrying
charges. A Phone call today by any
Member of this body offering the
exact same amount, same terms con-
tained in this bill will buy every leaf,
every leaf, in the 1984 burley tobacco
crop.

Again, I cannot understand the ob-
Jections of seming tobacco from the
1984 crop at no loss to the Govern-
ment. That is what it is all about-no
loss to the Government.

The third provision of this bill deals
with the 1983 crop. I want my col-
leagues to listen and listen closely to
this. My colleague from Ohio sent
around a memorandum that insinuat-
ed the cigarette manufacturers would
be getting a windfall in cheap tobacco
from this bill. Nothing could be fur-
ther from the truth. First, the 1982
crop of burley will be sold at a profit.
Second, the 1984 crop will be sold at
the total cost to the cooperative carry-
ing the charges. Third, the 1983 burley
crop is not being sold to cigarette man-
ufacturers, as the memorandum from
my friend from Ohio indicated. That
is absolutely wrong. The 1983 crop is
to be offered for sale on a competitive
bid basis to anyone in the world who
wants to bid on it. And now the Sena-
tor is trying to say we are going to give
it to them at 10 cents on the dollar. He
is absolutely wrong. Instead, the farm-
ers of our States are going to pay
every single dollar that they them-
selves have contributed to the no-net-
cost account, $135 million out of the
farmers' pocket to keep this Tobacco
Program whole.

The farmers themselves have paid to
reduce the 1983 crop with the hopes of
selling it in the world market. So we
get around to all of these corrections

of this 10 cents on a dollar. We need to
do whatever we can to save this pro-
gram and to blow away the smoke of
the inaccuracies that we have been
hearing as they relate to a program
that is very dear to my State.

I yield the floor, Mr. President.
Mr. HELMS. Mr. President, how

much time remains on this side?
The PRESIDING OFFICER. The

Senator from Ohio has 5 minutes re-
maining. The Senator from North
Carolina has 4 minutes remaining.

Mr. HELMS. Mr. President, I reserve
the remainder of my time.

Mr. BOSCHWITZ. Mr. President,
may I ask one of the tobacco State
Senators a question?

Mr. FORD. Not on my time. I do not
have any. The Senator has some time.

Mr. HELMS. I will yield for a ques-
tion.

Mr. BOSCHWITZ Mr. President, I
would like to know, is it not true that
the tobacco companies have been of-
fered this tobacco at the price that it
is now?

Mr. HELMS. That is correct.
Mr. BOSCHWIrZ And that they

have not bought it?
Mr. HELMS. That is correct. And

that abolishes the argument about a
giveway to the tobacco companies. I
thank the Senator for asking the ques-
tion.

Mr. BOSCHWITZ. This bill, as I un-
derstand it, makes them buy It?

Mr. HELMS. While the bill does not
require them to participate in the
buyout program, in it is a formula
which as a practical matter, would
result in their having to buy the tobac-
co if they participate in the program.
Yes.

Mr. BOSCHWITZ. So in fact it
clears out the inventory?

Mr. HELMS. Exactly.
Mr. BOSCHWITZ. I say to my

friend from Kentucky, I do not know
about 120 different types of tobacco
but if he talks about winter wheat, or
durum wheat, or spring wheat, I am
better at that.

Mr. HEL.MS. I reserve the remainder
of my time, Mr. President.

Mr. METZENBAUM. Mr. President,
the Senator from Ohio may be con-
fused according to the Senator from
North Carolina, but I am not confused
about the English language. The Eng-
lish language provides in this bill that
"the stocks of flue-cured tobacco in
the 1976 through 1984 crops shall be
offered for sale at the base prices in-
cluding carrying charges in effect as of,
the date of the offer, reduced by 90
percent for flue-cured tobacco from
the 1976 through 1981 crops." Now,
there is nothing very confusing about
that.

There is another provision in the bill
that talks about the fact that the
market share will be allocated on the
basis of what they have at the present
time. The four companies that are
going to get this tobacco make up over
90 percent of the market.
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When my friend from Minnesota

says they have been offered it at this
price and have not bought it, I want
him to understand that that is not the
fact, because why would they be in
here importuning us, telling us that
only with this provision in the bill will
they be willing to buy it? Since when
did they become eleemosynary institu-
tions? They are here because they
have got a great chance to buy it-
steal it-from the American people.
And when I say "steal it from the
American people," I use terms advised-
ly because the Office of Management
and Budget, which we do respect
around here, says as follows:

Although these provisions state that one
of the goals is to maintain the no net cost to
the taxpayer tobacco program, in reality the
bill imposes significant costs on the taxpay-
er. This legislation provides for the com-
plete disposal of all stocks of burley and
flue-cured tobacco at substantial discounts.
The Government would lose $1.1 billion as a
result of being forced-
forced-
to sell its stock at prices significantly below
prevailing market prices without reimburse-
ment from tobacco producers or cigarette
manufacturers.

So when the Senator from North
Carolina talks about being confused,
read the bill. He wrote it. He is the one
who is the author of it. The language
provides specifically that the four
companies are going to be able to buy
it at 10 cents on the dollar, a 90-per-
cent reduction. Now, there is nothing
in here that prevents the four compa-
nies, if they want to buy it for more,
from doing that, if we do not enact
this law.

If we do enact this into law, if it re-
mains in the bill, there is not a snow-
ball's chance is Hades that any of
them will pay any more than 10 cents
on a dollar. That is the reason why it
is important that we make the anti-
trust laws applicable.

Why would anybody come before
this body and suggest that the anti-
trust laws of this country be vitiated,
made void, so far as the four tobacco
companies are concerned, so that they
may pay 10 cents on a dollar instead of
a fair competitive price?

I am not saying that they should
pay 100 cents on the dollar. I am
saying, let them have an opportunity
to compete freely and competitively.
That is the American way and that is
not the way provided in this bill.

Mr. President, I reserve the remain-
der of my time.

Mr. THURMOND. Mr. President, I
wish to add my support to the tobacco
program improvements portion of the
bill and to address the antitrust impli-
cations of the legislation.

Mr. President, in January of this
year, the Flue-Cured Tobacco Cooper-
ative Stabilization Corporation sought
and received from the Department of
Justice a business review letter con-
cerning the cooperative's plan to sell
its surplus tobacco to the domestic cig-
arette manufacturers. The Justice De-
partment's Antitrust Division issues
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such business review letters upon re-
quest, in order to inform parties of the
present prosecutorial intention of the
Department with respect to conduct
being considered by those parties. If
the Department finds nothing anti-
competitive about the conduct being
submitted for review, it indicates to
the parties making the request that it
would not bring antitrust enforcement

.action if the parties engage in that
conduct. That is what the Department
said about the cooperative's plan to
sell its surplus stock of tobacco. The
Justice Department reviewed all of the
underlying facts and found no evi-
dence that the plan to sell the coop--
erative's inventories in the manner de-
scribed in this bill was the product of
any kind of agreement among ciga-
rette manufacturers. Accordingly, the
Department fidlcated that it has no
present intention of challenging the
offer of the inventory to the cigarette
manufacturers, on antitrust grounds
or any other grounds. In its letter, the
Department of Justice noted that the
sale of this inventory of tobacco in
this manner is in the best interests of
the members of the cooperative.

Mr. President, tli[/business review
letter provides protzion to the ciga-
rette manufacturers from Government
antitrust prosecution, but it is not
binding on any private plaintiffs who
might attempt to sue the cigarette
manufacturers on antitrust grounds
for participating in this sale of inven-
tories, which Iso vital to the survival
of the tobacco price support program.
Therefore, provisions have been made
in this bill to assure the cigarette man-
ufacturers that they do not risk pri-
vate antitrust challenges for partici-
pating in this sale. This assurance is
necessary in order to encourage the
participation of the tobacco companies
in this buyout pla, because it cannot
work without them.

Mr. President, to confer this mini-
mal, one-time antitrust protection is
not too great a price to pay in order to
salvage the tobacco price support pro-
gram. Indeed, ~t gives very little, if
anything, away, since the Department
of Justice finds no reason to decline to
confer one-thie antitrust protection
on this transiation. Furthermore, to
provide these private parties with anti-
trust protection in this manner is con-
sistent with other cases in which col-
lective action by private parties was
necessary, and is consistent with the
treatment of competition issues in the
agricultural sector. For example, Con-
gress has given the Department of Ag-
riculture broad latitude to determine
the applicability of the antitrust laws
to agricultural marketing. The imple-
mentation of agricultural policy has,
from time to time, involved regulation
of markets, and restriction of competi-
tion, to the o extent necessary to
achieve agricutural policy goals. Such
is the case hVWP*ro the extent neces-
sary, this bill confers a minimum
amount of implicit assuranoe a$qut
antitrust liability on private parties
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whose participation is required to
make this plan succeed. This assur-
ance is no broader in scope than that
already given by the Justice Depart-
ment. I find this modest extension of
antitrust protection wholly appropri-
ate, completely necessary, properly
limited, and perfectly consistent with
agricultural and antitrust policy.

Mr. President, I strongly support
this effort to restore the tobacco price
support program to a stable condition.

Mr. President, I ask unanimous con-
sent that a letter from the Depart-
ment of Justice to the Tobacco Coop-
erative Stabilization Corporation be
included in the RtcoRD following these
remarks.

There being no objection, the letter
was ordered to be printed in the
RWCORD, as follows:

U.S. DxPARTmENT or JusTIC,
AzNrTnusT Drvmsioa,

Washington, DC, January 23, 1985.
Mr. FaRn G. BOnD,
General Manager, Flue-Cured Tobacco Co-

operative Stabilization Corporation, Ra-
Leigh. NC.

Dxaa Ma. Born: This letter responds to
your request dated January 9, 1985, for the
issuance of a business review letter pursuant
to the Department of Justice's business
review procedure, 28 C.F.R. I 50.6. You have
requested a statement of the Antitrust Divi-
sion's present enforcement intentions with
respect to a plan of the Flue-Cured Tobacco
Cooperative Stabilization Corporation ("the
cooperative") to offer for sale its entire in-
ventory stock of flue-cured tobacco to
United States cigarette manufacturers.

We understand that all domestic growers
of flue-cured tobacco, which is grown in a
five-state area covering Virginia, North
Carolina, South Carolina, Georgia and Flor-
ida, are members of the cooperative. The co-
operative, by contract with the Commodity
Credit Corporation, administers the tobacco
loan program of the United States Depart-
ment of Agriculture ("USDA"). Under the
program, tobacco not purchased on the
open market at or above the government
support price is automatically consigned to
the cooperative, and the grower is paid the
support price. Pursuant to the No Net Cost
Tobacco Program Act of 1982, should losses
be incurred upon the sale of tobacco held by
the cooperative, they are borne by the grow-
ers. Accordingly, an assessment upon each
pound of tobacco consigned to the coopera-
tive is levied against the growers and used
for a reserve fund to cover losses and carry-
ing charges for tobacco inventory.

You have told us that inventory stocks
held by the cooperative have risen dramati-
cally in the recent past. This is because the
government support price is currently about
$1.70 per pound, which is higher than the
world price of tobacco. Thus. the coopera-
tive is holding a great deal of surplus tobac-
co and paying very significant carrying
charges. Sale of the surplus at a price lower
than the support price, as contemplated by
the cooperative, will ellminate the high car-
rying charges presently borne by the tobac-
co growers and will, in turn, saignificantiy
lower the 1985 assessment required by the
No Net Cost Act.

We understand the cooperative's plan to
be as follows. The cooperative will meet in-
dividually with the six domestic cigarette
manufacturers in an attempt to sell them a
pro rata portion of the tobacco inventory,
based upon their respective shares of the
domestic cigarette market. The cooperrtive
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will attempt to negotiate with the manufac-
turers separately to establish a price for the
inventory. Its willingness to offer the tobac-
co at a price lower than the support price
will be contingent upon its ability to dispose
of the entire stock. You believe that It will
be necessary to sell the tobacco to the ciga-
rette manufacturers at the same price to
each, and we understand that the coopera-
tive's decision to sell its Inventory at a uni-
form price was reached unilaterally.

After discussing the proposal with you
and consulting with USDA about the tobac-
co program, and absent any evidence that
the program is a product of any agreement
among cigarette manufacturers, we have
concluded that the Department has no
present intention of challenging your offer
of the inventory to the cigarette manufac-
turers. This conclusion is based upon your
representations that you have decided that
disposal of the inventory in its entirety is in
the best interest of your members and that
the cooperative is most likely to achieve its
goal if it offers the inventory for sale at the
same price to all of the manufacturers.

Pursuant to 28 C.P.R. 5 50.6, this letter
and your business review request will be
made publicly available immediately and its
supporting materials will be made publicly
available within 30 days of the date of this
letter, unless you request that any part of
the material you submitted be withheld in
accordance with paragraph 10(c) of the
business review procedure.

Sincerely,
J. PAUL McGRAnT.

Assistant Attorney General
Aptitrust Divdsion.

The PRESIDING OFFICER. If nei-
ther side yields time, the time is
charged equally against both sides.

Mr. ME-TZENBAUM. Mr. President,
I am prepared to yield back my time,
if the Senator from North Carolina is
prepared to yield back his time.

Have the yeas and nays been or-
dered?

The PRESIDING OFFICER. The
yeas and nays have not been ordered.

Mr. METZENBAUM. I ask for the
yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and hays were ordered.
Mr. HEMs. Mr. President, I sug-

gest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The bill clerk proceeded to call the

roll.
Mr. DOLE. Mr. President, I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. HELMS. Mr. President, if Sena-
tor METrzBAum is willing to yield
back his time, I will yield back mine.

Mr. METZENBAUM. I do.
The PRESIDING OFFICER. All

time is yielded back.
Mr. DOLE. Mr. President, I move to

table the amendment, and I ask for
the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There Is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion

of the majority leader to table the
amendment of the Senator from Ohio.
On this question the yeas and nays
have been ordered, and the clerk will
call the roll.

The bill clerk called the roll
Mr. CRANSTON. I announce that

the Senator from Florida (Mr. CHLZs]
is absent because of illness.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber who desire to vote?

The result was announced-yeas 57,
nays 42, as follows:

[Rollcall Vote No. 311 Leg.]

Abdnor
Andrews
Armstrong
Bentsen
Boren
Boschwlts
Byrd
Cochran
Cranston
D'Amato
Danforth
DeConcini
Denton
Dole
Domenlci
East
Exon
Ford
Goldwater

]aucus
Biden
Bingaman
Bradley
Bumpers
Burdick
Chafee
Cohen
Dixon
Dodd
Durenberger
Eagleton
Evans
Garn

YEAS-57
Gore McConnell
Ormm ' Melcher
Orasley Murkowski
Hawkins Nunn
Hecht Packwood
Heflin Preler
Heins Pryor
Helms Quayle
Hollings Rockefeller
Humphrey Rudman
Inouye Baner
Johnston Stennk
Kassebaum tevens
lrxAlt 8ymms
Loag Thurmond
ArV mTrble

Wllop
lngly Warner

CClure Wilson

NAYS-42
Glenn Mitchell
Gorton Moyniha
Harkin Nickles
Hart Pell
Hatch Proxmire
Hatfield Rlegle
Kasten Roth
Kennedy Sarbanes
Kerry Simon
Lautenberg Simpon
Leahy 8pecter
Levin Stafford
Mathias Weicker
Metzenbaum Zorunsy

NOT VOTING-1
Chlles

So the motion to table the amend-
ment (No. 1045) was agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
motion was agreed to.

Mr. THURMOND. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 1046

(Purpose: To limit the power of the Secre-
tary of Health and Human Services to ex-
ercise the new authority granted by this
act until the Secretary treats liver trans-
plants as a procedure which is not experi-
mental and pays for such procedures
when reasonable and medically necessary
under title XVIII of the Social Security
Act)
Mr. BUMPERS. Mr. President, I

send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER (Mr.
WARNER). The clerk will report. The
assistant legislative clerk read as fol-
lows:

The Senator from Arkansas [Mr. Bum-
zas] for himself, Mr. GoaR, and Mr. 8SsrM
proposes an amendment numbered 1046.

Mr. BUMPERS. Mr. President, I ask
unanimous consent that further read-
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ing of the amendment be dispensed
with.

The PRESMDING OFFICER. With-
out objection, It is so ordered.

The amendment is as follows:
On page 180, between lines 13 and 14,

Insert the following
S8C. 4UA. COVERAGE OF LIVER TRANSPLANTS.

(a. The Secretary may not exercise any of
the new' authority granted by this title until
the Secretary using his existing authority
has Isued regulations stating that for pur-
poses of title XVIII of the Social Security
Act, a liver transplant shall not be consid-
ered to be an experimental procedure, and
shall be covered under such title when rea-
sonable and medically necessary, as deter-
mined on a case-by-case basis

Mr. BUMPERS. Mr. President, I
only have 5 minutes to debate this so
if the Senators would please give me
your attention for Just about 2 or 3
minutes. This is a very simple,
straightforward amendment. Right
now, the Medicare system will only
pay for liver transplants for those
beneficiaries who are under 18 years
of age. This amendment says that the
Secretary, under the authority she al-
ready possesses, shall not declare
people on Medicare ineligible for
transplants simply because they are
over 18. In other words, the Secretary
will not consider liver transplants for
those over i8 years of age as a medi-
cally experimental procedure.

Now, I have done some extrapola-
tions. Last year, we had 308 liver
transplants in the country. That's 308
transplants from a pool of 235 million
people. If you take the number of
people who are on Medicare disability
who would be eligible under my
amendment-and actually all of them
would not be because you are talking
about people roughly between the
ages of 18 and 54-you would be talk-
ing about significantly smaller pool
and a lot fewer than 308 transplants.
You are talking about roughly, I
would say, a handful of individuals in
the country who would qualify under
my amendment.

The cost of a liver transplant in this
country runs from $135,000 to
$238,000. So you are probably talking
about a cost of $1 to $3 million, consid-
ering the current transplant system. I
recognize that the whole issue of fi-
nancing transplants is becoming a
greater problem in this country. We
are going to have to debate this issue
in the Finance Committee and on this
floor if we are going to determine how
much we are willing to pay to save
people with heart transplants, liver
transplants, and other transplant pro-
cedures.

Incidentally, Medicare now pays for
kidney transplants, it now pays for
cornea transplants, and it now pays
for liver transplants if you are under
18. But for the roughly dozen people a
year who could get an organ and who
could be saved, this amendment is lit-
erally a lifesaver. You have that many
people in this country who now stand
under a death sentence.
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It is just that simple. If we are going

to be a sensible society, a sane society,
a society sensitive to the worth of
every individual, we cannot vote no on
this amendment.

Mr. President, I reserve the remain-
der of my time.

How much time do I have remaining,
Mr. President?

The PRESIDING OFFICER. The
Senator from Arkansas has 7 minutes,
41 seconds.

Mr. BUMPERS. I yield 3 minutes to
the Senator from Tennessee.

The PRESIDING OFFICER. The
Senator from Tennessee is recognized.

Mr. GORE. Mr. President, I encour-
age every Member of this body to sup-
port the amendment of the Senator
from Arkansas. Liver transplants
should be treated just as any other
life-saving medical treatment. They
should not be singled out for special
consideration.

Let me give my colleagues a little
history of what this issue is about. On
February 9, 1984, the administration
made an announcement that they
would, for the first time, allow cover-
age under Medicare for liver trans-
plants, but there was a hook in the an-
nouncement. They said the coverage
will only be available for children
under the age of 18 with biliary atre-
sila Why did they put that condition
on their announcement? There were
two reasons; and both of these will
sound a little cynical, but I am con-
vinced, I will tell my colleagues, that
they are the correct reasons for the
announcement.

No. 1, very few, if any, people under
18 are eligible for Medicare coverage.
No. 2, those getting the most publicity
on the subject of liver transplants
were young children with billary atre-
sla. Is there any medical justification
for the distinction between below 18
and over 18? The answer is no, and in
saying so I am only echoing the con-
clusions reached by the NIH expert
panel charged with reviewing this
issue.

I had an amendment passed in the
other body 2 years ago requiring
CHAMPUS to reimburse for liver
transplants and requiring them to
follow the NIH guidelines until Medi-
care's decision was announced. When
Medicare made their announcement
restricting it to people under 18, the
medical experts at CHAMPUS were
aghast. They said, "What possible sci-
entific justification is there for it?"
And there was none. And, to their
credit, CHAMPUS has continued to
this day abiding by the NIH guidelines
by covering those over 18 as well. Med-
Icare should also abide by the NIH
guidelines.

Some will say the Congress should
not mandate this kind of behavior on
the part of Medicare. In an ideal
world, that would be true. In an ideal
world, Medicare and the administra-
tion would make a sensible judgment
on this matter. But if they are deter-
mined not to make a sensible judg-

ment, then we ought to make the
judgment for them. And make no mis-
take about it, lives are at stake.

And those over 18 who can have
their lives savedLas a result of this
treatment are denied it because of an
improper bureaucratic decision that is
Just flat wrong and that would be
overturned by the amendment of the
Senator from Arkansas.

I urge support for the amendment.
Mr. DOMENICI addressed the

Chair.
The PRESIDING OFFICER. The

Senator from New Mexico.
Mr. DOMENICI. I yield myself 2

minutes. I will- yield most of the time
to a member ate committee.

Mr. President, the argument that
the distinguished Senators make with
reference to this is really preposter-
ous. Is this Senate going to really be-
lieve that the Finance Committee-
they all know the members-would
fail to address this problem if it were
as clear as the proponents would have
us believe? The Finance Committee is
down here every week amending Medi-
care to do somethingdedicare ought
to do. We just approved a $225 million
Medicare and Medicaid change for
those people who are dependent on
ventilators to breathe. The supporters
of this amendment know this. The
committee knows the issues that have
been raised.

The truth of the matter is that we
are not ready for this. There is a
formal study that the Naitonal Insti-
tutes of Health which has not com-
pleted. The reason the Department of
Health and Human Services limited
the coverage of transplants to individ-
uals under 18 is because they know
enough about the success of this oper-
ation for younger persons but not
enough about its success on older per-
sons.

They are waiting to explore whether
these transplants should remain ex-
ploratory or whether we ought to
cover it as an ongoing illness. The esti-
mated cost is pretty meager. One esti-
mate is $125 million a year. We have
not yet had the experts tell us we
ought to do it.

Frankly, on a reconciliation bill, the
Finance Committee has changed 40
provisions in Medicare to take care of
changes in health care practices. Why
have they not done this one?

Clearly, there is a justification. It is
not because they want to deny some-
thing to somebody. It is not because
they are callous. It is because there
has been an ongoing study of how do
we handle these kinds of expensive ex-
perimental operations.

I want to yield to the subcommitte
chairman who is here. He would like
to explain it from the Finance Com-
mittee side. When we are finished, I
will ask t-: Senate to table this
matter.

Mr. GORE. Will the Senator yield
first?

Mr. DOMENICI. I have very little
time, Senator. I wanted to yield to the
Senator from Minnesota to explain it.

If I have time left, I will yield to the
Senator or answer a question on the
Senat3,r's time, whichever the Senator
prefers.

The PRESIDING OFFICER. The
Senator from Minnesota.

Mr. DURENBERGER. Mr. Presi-
dent, I am going to be brief, and I am
going to start with my compliment to
my colleagues from Arkansas and Ten-
nessee. Both of them have been at this
subject longer than I, especially the
Senator from Tennessee, and are total-
ly committed to what it, and to what
they are proposing today.

I feel a little uncomfortable standing
up here and listening to the chairman
of the Budget Committee and my asso-
ciates on the Finance Committee say
that we have been guilty of doing an
awful lot of legislating on this bill. It
is absolutely true.

I have told my caucus-I make no
bones about saying it here-that I will
be back next year doing the same
thing because it seems to be the only
vehicle that will roll through this
Chamber.

If we are going to provide for quality
health care of the people of this coun-
try, this is the only place to do it. The
issue now from my perspective, is
simply not, whether or not, this is the
place to do this but whether this is the
appropriate time to remove liver trans-
plants from the experimental category
under Medicare.

The Department of HHS, as one of
the Senators indicated earlier, did
remove from the experimental catego-
ry persons under 18 years of age. I do
not know whether I would character-
ize that act as cynical as someone just
did, or whether or not I should take
their word for it. I do take their word
for the fact there is a clear demonstra-
tion this procedure is effective with
children. That is very clear.

So I think when they say it is not ex-
perimental under 18, they mean it.
There is some doubt about it in older
populations. It is for that reason that
the National Institutes of Health
study is analyzing that part of the
problem.

It is for that reason that the Fi-
nance Committee has not made this
recommendation yet.

The other problem-I suggest so the
Senator from Arkansas can clarify
this-is that his amendment removes
everyone from the experimental stage.
Yet, he indicates to us it is only a $1
million cost. That cannot be. The
amendment does eliminate everyone
18 and over. It does not restrict it to
the disability insured population.
Therefore, the estimates that I have
been given of $35 million per year ac-
cording to CBO, and in excess of $125
million from the administration,
which you might expect a larger
amount, I think-are more appropri-
ate to this amendment than the $1
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million estimate given to us by the
Senator from Arkansas.

So I rise reluctantly, Mr. President,
to oppose this amendment.

Mr. BUMPERS. Will the Senator
yield for a question? What on Earth is
the basis? What is the basis for the
$35 million figure?

Mr. DURENBERGER. I am in-
formed that is the eligible population
18 years of age and older, not restrict-
ed to that small 2.8 million in the pop-
ulation.

Mr. BUMPERS. Who else would
Medicare pay for?

Mr. DURENBERGER. Medicare
would pay for all the elderly for exam-
ple.

Mr. BUMPERS. Nobody else is ellgi-
ble for Medicare unless he is over 65,
and transplant surgeons are not per-
forming liver transplants on people
over 50 to 54. There are only 2.8 mil-
lion disabled individuals on Medicare,
and that's really the pool we're talking
about. That's who would be eligible
for liver transplants under this amend-
ment.

Mr. DURENBERGER. I have been
given to understand that the CBO es-
timate is premised on in excess of 300
persons in the SSI population.

Mr. BUMPERS. That was the total
number, Senator, 308 was the total
number of liver transplants done in
this country last year; 308 transplants
out of a total population of over 200
million.

Mr. DURENBERGER. Let me clari-
fy. They say there are 4,000 persons
who are eligible in that population
category, and approximately 300 who
would volunteer for the transplant
process. That is from CBO. I cannot
confirm It.

Mr. BUMPERS. Mr. President, I
yield 1 minute to the Senator from
Tennessee.

Mr. GORE. I wish we had more time
to clear up some of the misinforma-
tion of this subject. I really do. It is so
frustrating. For one thing there is no
ongoing NIH study on this subject.
The Senator from New Mexico said
there was. I am sure he has been in-
formed of that fact. But that is wrong.

There was an NIH Consensus Devel-
opment Conference In 1983 on this
subject, and they concluded there is
no basis whatsoever for making the
distinction below 18 as opposed to
above 18.

The administration insists on this
sham of describing this operation for
people above 18 as experimental.

Why is It a sham? Do you know what
the survival rate is? Seventy percent.
What is experimental about a survival
rate of 70 percent? The 4,000 figure
that was given is the total population
of all potential liver transplant pa-
tients in the entire country.

The Senator from Arkansas is talk-
ing about a subgroup in the disability
population eligible for Medicare on
that criterion. That is a very small
number. The cost is probably going to

be $3 or $4 million. It could go as high
as $5 million at an absolute maximum.

What we are talking about here is
people whose lives are in danger,
whose lives could be saved with a med-
ical treatment carefully developed
over many years at taxpayer expense,
but the U.S. Government is telling
them a lie. They are telling them this
procedure which will save your life
with a 70-percent chance of success is
experimental That is a lie. It is a
sham. If we do not act, we can kill
them.

The PRESIDING OFFICER. The
Senator's minute has expired.

The Senator from Arkansas has 2
minutes. The Senator from New
Mexico has 3 minutes and 38 seconds.

Mr. BUMPERS. Mr. President, ac-
cording to a study on liver transplan-
tation by Battelle Human Affairs Re-
search Center, one of the most prestig-
ious medical research centers in the
United States, there are approximate-
ly 2,000 people in this country between
15 and-54 who would benefit from a
liver trnsplant. If we go a step fur-
ther atn determine who within this
group of ,000 would be eligible under
Medicare, we'd probably find 150. And
considering the current transplant
system and availability of organs,
probably no more than 15 would be el-
igible annually. And 15 people a year
might well be an exaggeration.

I admit these figures are- rather
crude, but that 15 is probably an exag-
geration. But if this body votes this
afternoon to save 15 lives at a cost of
$3 million, It would be the best day's
work we ever did here.

If we stand around here and debate
this next year, as the Senator from
Minnesota has said, a lot of people are
going to be: dead in the meantime.

The Senator from New Mexico says,
"We are not ready."

I invite him to call a distraught
mother in my State and explain to her
what her daughter is supposed to do
when one of the finest facilities in this
country said, "We will do this for you
and we will put you on our list, which
already has 18 on it, but before we do,
you have to come up with $160,000."

Call her and tell her what we are
doing here in the US. Senate, stand-
ing on ceremony or trying to help
people.

I reserve the remainder of my time.
Mr. DOMENICI. I yield to the Sena-

tor from Minnesota.
Mr. DURENBERGER. Mr. Presi-

dent, if we are going to go into Arkan-
sas and be the cause of the death of
some woman, I think it is appropriate
for me to make the following points:

On liver transplants and the next
transplants, whether it is your left ear,
right ear, whatever, that comes along,
it is not automatic because some
person was able to perform one of
them successfully. It does not mean
that everyone in this country with a
liver disease can survive a transplant.

That is why we started with an ex-
perimental process. That is why the

experimental process has been ongo-
ing now.

I am not going to detail the process
because we do not have time. Ulti-
mately, It ends up, as changes are
made in the process, in a safe, deci-
slonmaking process so that people who
actually are subject to liver trans-
plants can have them safely. That is
the whole point of all of this.

I think we are arguing here that the
children are much more likely to have
a successful transplant, and that is
why HHS made that decision. In the
adult population, it is less certain. It is
only a matter of time, not a matter of
the life and death of women and chil-
dren.

Mr. GORE. Will the Senator yield?
Mr. DOMENICI. From our side or

your side?
Mr. GORE. I want to ask a question.
Mr. DOMENICI. If you have any

time left.
The PRESIDING OFFICER.

Twenty-four seconds.
Mr. BUMPERS. I yield him 24 sec-

onds, but before I do I want to say
that your chances of survival with a
liver transplant are only slightly worse
if you are over 18 than It is if you are
under.

The PRESIDING OFFICER. There
are exactly 24 seconds left.

Mr. GOREL There have been 600
liver transplants done with a 70-per-
cent survival rate. This is a medical de-
cision on whether It is experimental
The NIH in its development confer-
ence looked at that question, made the
decision and said it was not experi-
mental whether you were above or
below 18. The administration has re-
fused to recognize the medical and sci-
entific judgments of the best experts
in this country. We should vote for
this amendment.

The PRESIDING OFFICER. The
Senator from New Mexico has 1% min-
utes.

Mr. DOMENICI. Mr. President, I,
too, commend the two distinguished
Senators. I hope nobody really be-
lieves that our vote down here is a
vote to deny an operation to a constit-
uent of my good friend, DALx Bump-
Ras, the distinguished Senator from
Arkansas. The truth of it is that it is
an accident that we have this bill on
the floor today. It was supposed to be
finished 3 weeks ago. How many
phone calls are we going to get from
across America that there are people
who want an operation and even
though we have the most expensive
medical system in the world, ap-
proaching 10 percent of our gross na-
tional product, somebody needs some-
thing, so we are supposed to come here
to the floor and says, "If you do not
vote for it, you are Mr. Scrooge. One
of my good constituents is going to
die."

I think It is really a frivolous argu-
ment. It is probably worse than that
but I cannot generate the right word
for It.

November 146, 1985S 15454



November 14, 1985
I yield the remainder of the time to

my good friend from Minnesota.
Mr. DURENBERGER. Mr. Presi-

dent, I will conclude by repeating what
I said at the beginning of this debate.
Unfortunately, we are here with this
amendment because this is the only
vehicle on which the Senator from Ar-
kansas could do what he believes
ought to be done. I agree with him,
that It is the only vehicle.

I will say once again, it is only a
question of the appropriate time and
the appropriate way in which we pro-
vide for this financing.

We have all had the unfortunate ex-
perience of living with a kidney dialy-
sis program and where we have res-
cued millions of people from death
with a program, the financing of
which, however, has gotten out of
hand. We think there is a good way to
do liver transplants and we are beg-
ging people for the time to do it right.
We hope by next year that time will
be here.

With that, I would urge my coI-
leagues to vote against this proposi-
tion and in order to facilitate doing It I
move to table the amendment.

Mr. DOLE. I ask for the yeas and
nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
of the Senator from Minnesota. The
yeas and nays have been ordered and
the clerk will call the roll.

The assistant legislative clerk called
the roll

Mr. SIMPSON. I announce that the
Senator from Oregon [Mr. HArTFnaL
is necessarily absent.

Mr. CRANSTON. I announce that
the Senator from Florida [Mr. CnrEsl]
is absent because of illness.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber who desire to vote?

The result was announced-yeas 51,
nays 47, as follows:

[Rollcall Vote No. 312 Leg.]

Abdnor
Andhre
Armstrong
Bentsen
Boschwitz
Cochran
Danforth
Denton
Dole
Domenici
Durenberger
East
Evans
Garn
Goldwater
Oorton
Gramm

Bau'us
Biden
Binaman
Boren
Bradley
Bumpers
Burdick

YEAS51
Grassley
Hatch
Hawkins
Hecht
Heins
Helms
Hunmphrey
Kassebaum
Kasten
Laxalt
Long
Lugar
Mattingly
McClure
McConnell
Moyinman
Murkowski

NAYS-47
Byrd
Chafee
Cohen
Crmnston
D'Aasto

Dixon

Packwood
Pressler
Prormire
Quayle
Roth
Rudman
Simpson
Specter
Stafford
Stennis
Stevens
Symma
Thurmond
Trible
Wallop
Warner
Zorinsky

Dodd
Esageton
Exon
Ford
Clenn
Gore
Harkin
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Hart Levin Pryor
Heflin Mathias Riegle

ollinas MatnMaga Rockefeller
InDuye earbtnes
Johnston Sauer
Kennedy Simon
Kerry Niteia Weicker
Lautenberg NOW Wilson
Leahy Pell

NOT VYTING-2
Chiles Hatfield

So the motion to lay on the table
amendment No. 1046 was agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
motion was agreed to.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

AiWNDMENT NO. 1047
The PRESIDING OFFICERI The

Senator from Arkansas is recognized.
Mr. BUMPERS. Mr. President, I

send an amendment to the desk and
ask for its Immediate consideration.

The PRIjDIt'NG OFFICER. The
clerk will report.

The assistif legislative clerk read
as follows: 't,

The Senator from Arkansas [Mr. ByXP-
Kss] for himself and Mr. GORr, proposes an
amendment numbered 1047.

Mr. BUMPERS. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so red

The amendment is fabllows:
At the appropriate place in the bill add

the following new language:
Src. .(a) Congress finds that:
1. There have been more than 600 liver

transplants si-e 1963 and the one year sur-
vival rate at 4lified institutions is now
greater than 70 Awlmt.

2. There are 4008W 4700 potential candi-
dates in the U.S. each year who require a
liver transplant, but only a small percentage
would be eligible for Medicare coverage.

3. There are currently individuals on wait-
ing lists for liver transplants who will die
without Medicare coverage.

4. After extensive review and consider-
ation of all the available dta, an NIH
expert panel concluded ivNcAsransplantation
is "a therapeutic modality for end-stage
liver disease that deserves broader applica-
tion" in a limited number of centers where
they can be carried out under optimal condi-
tions.

5. NIH further recommended that liver
transplants be done in individuals both
under and over 18 years of age.

6. The CHAMPDS program, after consid-
ering all relevant' data, determined that
there was no scientific basis for limiting
liver transplants to children under 18 years
of age.

7. The Department of Health and Human
Services has determined that liver trans-
plantation Is no longer an experimental pro-
cedure only for children under 18.

(b) Based upon the above findings, it is
the sense of the Senate that:

1. For the purposes of Title XVIII of the
Social Security Act, the Secretary immedi-
ately reconsider the Medicare liver trans-
plant coverage decision and implement a
polcy under which a liver transplm shl1
not be isered tno In si Eiental
procedure for Medkcae .tafdres solely
because an indlviual is over 1 years of age.
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2. A liver transplant shall be covered

under such title when reasoniabli e ranedi-
cally necessary.

3. The Secretary shall place8 appropriate
limiting criteria on coverage,, Iincluding
those relating to the patient's condition, the
disease state, and the institution providing
the care, so as to ensure the highest quality
of medical care demonstrated to be consist-
ent with successful outcomes

Mr. BUMPERS. Mr. President, this
is a sense-of-the-Senate resolution
which says essentially what the
amendment said. It just directs the
Secretary to consider paying for trans-
plants for those over 18 who are in
this pool we have discussed. I think
the managers of the bill will accept
this amendment.

Mr. DOMENICI. Mr. President, I
yield to the Senator from Minnesota.

Mr. DURIENBHRGER. Mr. Presi-
dent, I rise in support of the sense of
the Senate amendment proposed by
my colleagues from Arkansas and Ten-
nessee. I agree with them that the
Secretary of Health and Human Serv-
ices should act with dispatch to ap-
prove Medicare payment for liver
transplants as quickly as it can be
shown that they are therapeutically
acceptable.

I understand that the Public Health
Service has recommended that the
Secretary approve payment for heart
transplants by Medicare. The pro-
posed criteria for payment is strict but
appropriate for such therapy. I agree
with my colleagues that the Secretary
should be encouraged to explore the
same avenue for Medicare recipients
over 18 who fit the medical criteria for
liver transplants.

I do not believe it is the Congress'
place today to instruct the Secretary
to pay for liver transplants through
statute. The decision should be made
by the Secretary in consultation with
experts from the National Institutes
of Health and the medical community.

The sense of the Senate is useful be-
cause it will send the clear messages
that the body does not want the Secre-
tary to dawdle on these types of deci-
sions.

Medicare should not be in the busi-
ness of rationing services. If a therapy
is appropriate and efficacious, it
should be paid for by the third party
payers and health plans. However,
with the possibilities of medical sci-
ence there are many therapies which
are technically possible, but not suffi-
ciently effective or proven to be con-
sidered other than experimental. As
medicine pushes the state of the art
on its technical capability, more ques-
tlons will arise.

I would hope that the managers of
the Medicare Program in the Depart-
ment of Health and Human Services
will honestly apply the criteria for
payment. If they do not, then it will
be time for the Congress to act. In the
case of liver transplants, I believe that
the jury is still out.

The Senate will give its sense. Let's
see what the Department does.
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Mr. GORE. Mr. President, I hope. Mr. BUMPERS. Mr President, I

the White House will see this amend- move to reconsider the vote by which
ment for what it is, a condemnation of the amendment was agreed to.
their approach to assessing and evalu- Mr. JOHNSTON. I move to lay that
ating coverage of organ transplant sur- motion on the table.
gery. The motion to lay on the table was

Their head in the sand policy has agreed to.
created unnecessary confusing among The PRESIDING OFFICER. The
third party payers and cost many lives. Senator from New Mexico.
Lives are lost when patients in need of ir. DOMENICI. Mr. President, I
a transplant are denied access to care understand that the Senator from
because their insurance refuses to-pay, Oklahoma [Mr. BoRzN] has an amend-
citing the Medicare sham that trans- ment that, after debate, we are going
plants are experimental. Lives are also to voice vote.
lost because of the dangerous prolif- I suggest the absence of a quorum.
eration of unqualified transplant pro- The PRESIDING OFFICER. The
grams brought on by the administra- clerk will call the roll.
tion's refusal to head recommenda- The, assistant legislative clerk pro-
tions by NIH and others to offer trans- ceeded to call the roll.
plants only at a limited number of cen- Mr. DOMENICI. Mr. President, I
ters where performance of transblan- ask unanimous consent that the order
tation can be carried out under opti- for the quorum call be rescinded.
mal conditions. The PRESIDING OFFICER. With-

I hope the administration will take out objection, it is so ordered.
advantage of the opportunity this amN s NO. 1048
amendment provides and rethink their Mr. BOREN. Mr. President, I send
position. They should reconsider Medi- an amendment to the desk, on behalf
care coverage of liver transplants, and of myself, Senator GROssLY, and Sen-
in doing so I hope they will look close- ator Nicxzs, and ask for its immedi-
ly at the CHAMPUJS liver transplant ate consideration.
policy and at the pending Medicare The PRESIDING OFFICER The
heart transplant coverage decision for amendment will be stated.
guidance. The leglslative clerk read as follows:

They also should f}Mally propose the: The 8eltoafrom Oklahoma [Mr. BORN],.
coverage policy for :heart transplants for himself, Mr. GRAsaLry, Mr. NIcmKzs and
that their own experts have recom- Mr. B m proposes an amendment num-
mended-that heart transplants be bered 104f '

covered, but only for patients for Mr. -BQREN. Mr. President, I ask
whom the technology has been dem- unanimOW consent that reading of the
onstrated to be successful and only at amendment be dispensed with.
centers that have demonstrated they The PRESIDING OFFICER. With-
can successfully perform heart trans- out objection, it is so ordered.
plants. Americans have patiently The amendment is as follows:
waited 5 years for this decision and it On page 84, between loes 10 and 11,
is wrong that they be asked to wait insert new subsections (d) and (e) as follows
any longer. "(d) The Parm Credit Administration

Mr. President, I will not take any shall take no action under the provisions of
more of my colleagues time on this the Farm Credit Act of 1971 that would
amendment since I hope I made clear result in the liquidation or merger of anyFederal land bank association or production
how strongly I feel about this issue credit association unless such liquidation or
during the debate on the previous merger was approved by the stockholders of
amendment offered by the Senator the associion prior to November 14, 1985,
from Arkansas. I urge support for the or after-December 31, 1985. This subsection
amendment. shall not be applicable to the Eighth Feder-
·Mr. DOMENICI. We yield back any al Farm Credit District (Omaha Nebraska)

time In opposition. We are willing to except that in the case of such district, no
accept the amendment. elections may be certified, no charters may

be Issued, and no associations may be liqui-
Mr. OHNTON.Theamenmen isdated, prior to December 20, 1985.

acceptable, Mr. President. Sv"(e) Effective for the period from the date
Mr. BUMPERS. Mr. President, of enactment of this Act through December

before I yield back the remainder of 31. 1985, no Federal land ban Federal in-
my time, I simply want to say I hope termedlate credit bank, Federal land bank
the Secretary will do two things. I association, or production credit association
hope she will look at this resolution. may (1) require any borrower to provide ad-
Sense-of-the-Senate resolutions are ditonal collateral for any loan made under
not very powerful, and I understand the Farm Credit Act of 1971 if the repay-

ment under the terms of such loan is not
that. But I hope she will look at this overdue, or (2) bring any legal action to
resolution in light of the closeness of foreclose on, or otherwise liquidate, any
the'vote that just occurred on this loan that is based on the failure of a bor-
amendment. rower to provide additional collateral for

I yield back the remainder of my such loan if the repayment of the loan was
time. not overdue at the time such collateral was

The PRESIDING OFFICER. All reuired".
time having been yielded back, the Mr. BOREN. Mr. President, the
question is on agreeing to the amend- amendment which I have submitted
ment of the Senator from Arkansas. on behalf of Senator GRAssLNY, Sena-

The .amendment (No.t 1047) was tor NicKLiss, and myself deals with the
agreed to. action within the Farm Credits

System to move ahead with the con-
solidation of local boards.

We are facing a situation in the Wa-
shitsa district, for example, where it is
proposed that 71 legally elected boards
of directors from local credit associa-
tions and local Federal land bank asso-
ciations should be consolidated into
one board in the Washita district. This
election is due to occur in this month.

I am very concerned that a system
which began with the concept of grass-
roots ownership by the farmers them-
selves and the concept of grassroots
control through legally elected repre-
sentatives of the farmers is being re-
placed very rapidly by a totally con-
solidated system in which the farmer-
owners at the grassroots level have
very little to say in operations.

I am also concerned by some reports
that, potentially, there are farmers
who are completely current on their
loans to the associations, but because
the farmland values have been declin-
ing, those farmers are required to
come up with additional collateral or
face possible foreclosure on their
loans.

This amendment would really do
two things.

No. 1, It would prevent the further
consolidation of locally elected boards
of directors or the further liquidation
of local production credit associations
or Federal land bank associations until
January 1.

This is not a permanent prohibition.
It would simply give us time in Co-
gress to pass farm credit legislation so
that whatever action we take would
not be moot because the system had
moved in a different direction while
we were still trying to deliberate here.

Second, it would provide the same
moratorium through January 1 on any
foreclosures on those farmers whose
loans are current who are not behind
time in terms of payment but who
have had some erosion in the value of
their collateral due to falling land
values.

There is one exception to this gener-
al provision and that deals with the
Omaha district where a financial ar-
rangement is now underway *hich re-
quires that by January 1 the associa-
tions in the Omaha district shall have
consolidated in order to receive finan-
cial help from the remainder of the
system.

We have provided that the restric-
tion on continuing to hold elections
does not apply to the Omaha district.
However, we do provide that the re-
sults of those elections shall not be
certified until December 20. New char-
ters for the consolidated associations
shall not issue unitl December 20, and
there can be no liquidation of local as-
sociatioris prior to December 20. That
would give us an opportunity even in
the case of the Omaha district to at,
tempt to find a better solution and to
fashion a better solution here on the
floor; of the Senate and the floor of
the House of Representatives before
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that consolidation occurs. It would
also.protect those in the Omaha dis-
trict as well against having their farms
foreclosed during this period when the
farmer involved was current on his
loan.

Mr. President, this amendment will
prohibit the farm credit system, be-
tween now and January 1, 1986, from
liquidating or merging any Federal
land bank association or production
credit association unless the liquida-
tion or merger was approved by the
stockholders before October 1, 1985.
In addition, the amendment would
prohibit, during the same time period,
the farm credit system from requiring
a borrower to provide additional col-
lateral for a loan if the repayment of
the loan is not overdue. Finally, this
amendment prohibits the farm credit
system from bringing any legal action
to foreclose on, or otherwise liquidate,
any loan that is based on the failure of
a borrower to provide additional col-
lateral for a loan that is not overdue.

It has recently become apparent
that the farm credit system is in trou-
ble. The depression. in agriculture has
caused a huge increase in the system's
loan losses, as more and more farmers
are forced to default on their loans.
From 1983 to 1984, Production Credit
Association foreclosures increased by
293 percent in the ninth farm credit
district headquartered in Wichita, KA.
Over the past 5 years, Federal land
bank bankruptcies have increased by
1,444 percent. In my home State -of
Oklahoma, alone, there were .178 fore-
closures by the Federal land bank
pending. By the end of August, the
number of foreclosures pending in
Oklahoma had risen to 359.

The combined farm credit banks in-
curred net losses of $522.5 million for
the 3 months ending September 30,
1985. Third quarter losses for the
Wichita district alone, was $106&5 mll-
lion. There is no question that the sta-
bility of the system is in jeopardy. Be-
cause of the increased number of prob-
lem loans, the system has been forced
to increase interest rates at a time
when all other interest rates were de-
clining. This has driven many good
borrowers to other agricultural lend-
ers. With the good borrowers, the
farm credit system cannot survive.

Mr. President, at a time when farm-
ers have been in the worst economic
time since the Great Depression, the
farm credit system has dramatically
increased Its operating cost without a
corresponding increase in loan volume.
For example, in 1980, the permitted
salary of the chief executive officers
of the system ranged from $66,000 to
$120,250. By 1985, the salary range
had jumped to $146,000 to $233,500. In
addition, since 1979, the operating ex-
penses of the Farm Credit Administra-
tion has increased by 86.9 percent.
How can this be justified when farm-
ers are going broke? It cannot be.

It is imperative that we deal with
the farm credit issue before the first
of the year. We must address the oper-

ating expenses of the system and the
policies of the system. I have full in-
tentions of offIrlng amendments to
the farm bl _ which would address
many of the problems of the system.
In addition, I have been working with
Senator BoscHwrrz to design a credit
package which would return the farm
credit system to a viable lending orga-
nization.

The farm credit system has been at-
tempting to deal with its problem. Re-
gretfully, however, the path the
system has taken would in many in-
stances destroy the virtue of the
system. From the very beginning, the
farm credit systexmah been locally
controlled. The streWiA of the system
has been this local control. Now, in an-
effort to return the system's viability,
mergers and the watering down of
local contri has been occurring. I can
understand dBw need for mergers of as-
sociatlons in We Instances. However,
I do believe thy-any merger must be
approved by the stockholders and that
the stockholders must have a real
choice.

Farm credit system borrowers in the
Wichita district are being asked to
vote in the next couple of weeks of a
system-wide merger of production
credit associations and Federal land
bank associations. This merger will
turn the 71 local associations Into one
association. Right now, there are ap-
proximately 350 locaA board members
with some power ove;,4he approval of
loans. Under the proobsed merger for
the ninth district, there would only be
14 board members with any kind of
power over the approval of loans. I am
very concerned about the obvious loss
of local coirol that will occur under
the propo'ed Werger in the ninth dis-
trict. HoweverM! the stockholders in
Oklahoma, Kat, New Mexico, and
Colorado truly believed a merger were
necessary for the system to survive, I
would not stand in the way or propose
legislation which would not allow
them to choose mergers. Right now,
though, the stockholderm do not have
a legitimate choice. They have been
told either to approve the merger or
their association may be liquidated.
They have also been told that it the
association does not approve the
merger, the cost of captial to the local
association will be increased. It is obvi-
ous that this does not allow the stock-
holders to make a legitimate choice to
merge. They are being coerced into
voting for merger. This is particularly
true for those borrowers who have no
place else to go for loans.

Because it has become obvious that
the farm credit issue will be dealt with
before the end of this year, it is logical
that the farm credit system temporari-
ly delay any proposed actions on merg-
ers or liquidations of associations. The
credit package that we adopt this year
may eliminate the necessity for merg-
ers. In any event, it will allow the
stockholders to have a clear choice by
permitting them to know what Con-
gress Is going to do before they are

forced to vote on a merger. It is only
fair that the stockholders are aware of
all the options they have before a vote
is required or before a merger has
taken place.

The amendment I am offering today
will place the system in a "holding
patternm" until January 1. By that
time, Congress should have enacted
legislation dealing with the farm
credit system. If Congress has not
deas with the issue this year, then the
system could proceed with plans to
merge associations or liquidate associa-
tions.

The amendment will also prohibit
the farm credit system from requiring
additional collateral on loans that are
current. At the present time, the
system is reviewing even current loans
and if the asset value of the collateral
for those loans have declined, they are
requiring the borrower to provide ad-
ditional collateral. Land values in the
past year have declined by 12 percent.
In some areas, land values have fallen
by as much as 50 percent in the past
year. Obviously, this has weakened the
position of the farmer. Declining land
values have resulted in the lowering of
the value of the assets used to secure
the loans.

I can understand situations wherein
a lender would request additional col-
lateral when the value of the borrow-
er's assets have declined. I can under-
stand the need for a commercial bank
to require additional collateral on its
loans as the FDIC could declassify the
bank's portfolio pushing the institu-
tion close to failure. However, in this
amendment, we are not talking about
commercial banks or the Farmers
Home Administration. We are, rather,
talking about a lending organization
that was chartered by Congress for a
specific purpose. The farm credit
system is, in reality, a semi-Govern-
ment agency because of its purpose. In
my opinion, as long as a borrower is
making his payments on time, his loan
should not be liquidated just because
on paper it appears that the loan is
not sound. A farmer should not be
foreclosed upon merely on the basis of
decinig land values over which he
has absolutely no control.

Mr. President, I believe we must
enact these two provisions if we are
going. to preserve the farm credit
system as we know it today. I urge my
colleagues to join in supporting this
amendment.

Mrs. HAWKINS. Mr. President, I
rise in opposition to this amendment. I
do so for a number of reasons.

The amendment of the Senator from
Oklahoma will raise farmers' Interest
rates, It undermines local control of
farm credit system institutions, it is a
piecemeal approach to solving a much
larger problem, and it circumvents the
committee process. For all these rea-
sons. I oppose this amendment.

Mr. President, this amendment pur-
ports to protect the interest of local
stockholders/borrowers of the farm
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credit system by preventing the
merger or liquidation of any Federal
land bank association between the
date of enactment of this measure and
the end of this year. Although this
may be the intent of this amendment,
it is certainly not the effect.

This amendment threatens all of our
Nation's farmers with higher interest
rates. Should this amendment become
law, the New York bond markets will
most certainly completely lose faith in
the Federal farm credit system. If that
should happen interest rates paid by
farmers will soar. Under current law,
the farm credit system raises almost
all of its funds for new farm loans in
the New York bond market. In recent
weeks, the market's uncertainty over
the management, soundness, struc-
ture, and regulatory scheme of the
farm credit system has caused the sys-
tem's cost of funds to reach historic
heights. This amendment removes the
authority of a majority of stockhold-

'ers to act in their own best interest to
protect the viable assets of their PCA
or land bank association.

Let me ask a question of those who
profess to advocate for local control
Would you purchase the securities of a
system that had lost-through govern-
mental fiat no less-the ability to act
in its own best interest? I think the
answer to that is no. I am certain that
will be the answer of the New York in-
vestment community should this
amendment become law.

Since early September 'the interest
rate required for a successful offering
of securities by the farm credit system
has risen by as much as 85 basis points
over the historical average. Tradition-
ally, the farm credit system has been
able to sell securities bearing interest
rates almost identical to the cost of
Treasury bonds. This increase is due
to the perception that the farm credit
system has been badly managed, is ad-
versely affected by the economic hard
times in rural America, has suffered
already and is due to suffer large loan
losses in the future. This amendment,
stripping the voting rights of local
stockholders will only worsen the New
York market's perceptions of the farm
credit system.

There-is one thing that I would like
to make clear to Senators. Each basis
point increase on farm credit securities
means $300 million in additional inter-
est costs to America's farmers. So for
Senators who profess to have the
farmers' interest at heart I urge you to
vote against this amendment or be
prepared to bear the burden for rais-
ing farmers' interest rates.

Mr. President, another reason I
oppose this amendment is because it
undermines local control This amend-
ment will prevent the merger of Fed-
eral land bank associations or produc-
tion credit associations by overriding
the current law requirement that such
mergers or liquidations can only take
place following a majority vote of that
association's stockholders unless an as-
sociation has failed to meet its legal

obligations. This amendment prevents
the stockholders of local PCA's and
Federal land bank associations from
excercising their lawful authority to
act in cases where some remedial
action is necessary to protect the
assets of farmer/stockholder/borrow-
ers of the farm credit system.

This amendment accomplishes bI:
Federal fiat the exact opposite of
what its supporters contend it is de-
signed to accomplish.

I would lle to raise a question for
those who l4rport to care about the
issue of locatoontrol to answer. Who
are the stocolders of the coopera-
tively owned firm credit institutions?
The answer is simple. Farmers who
borrow from the farm credit system
institutions are the stockholders.

I would like to raise another ques-
tion for those who intend to promote
te issue of local control Who elects

boards of directors of -the PCA's
and the land bank associations? Again,
the answer. is simple. The farmer/
stockholder/borrowers elect their
local board of directors.

Under the framework of current law
there is a direct relationship between
the farmers Who buy stock in and
borrow froflthe farm credit system
and the naement of their local
PCA and 1 bank association. Under
current law tbls relationship is pro-
tected by a % =irement that no PCA
or Federal 18s=i bank association may
be liquidated merged without a ma-
jority vote of We stockholders.

The amendment of the Senator from
Oklahoma directly interferes with
local control. It states that a local as-
sociation may not merge or liquidate
even if the stockholders-with direct
knowledge of the condition of their in-
stitution-believe it is in the best in-
terest of their stockholders to take
such an action.

Now let me make one thing clear. If
there is a single farmer who has been
intimidated by anyone into voting to
merge or liquidate his PCA or land
bank association he has an open ear
with this Senator. In the Columbia
District, my district, the PCA's recent-
ly voted to merge into one district-
wide association. From the reports I
have received this election went
smoothly. I cannot be everywhere or
hear everything. I do put my faith in
the farmers who are stockholders and
borrowers of farm credit institutions
to act in their own best interest.
Rumor has it that forced mergers are
taking place. Under the law this
is not allowable. Farmer/stockholders
should not allow it.

Finally, Mr. President, I oppose this
amendment because it is a piecemeal
approach to addressing a problem that
needs a comprehensive solution. The
Agriculture Committee is working to
develop such a solution. But we intend
to address the myriad deficiencies of
the existing Farm Credit System and
its regulatory agency, the Farm Credit
Administration. I simply conclude by
saying that the current problems of

the Farm Credit System are complex.
As -Senators know, the farm credit
System has asked for a multibillion-
dollar bailout. Let me remind Senators
that this is the same Farm Credit
System that, by its own admission, has
a $6 billion surplus. Now that surplus
is spread around among all the district
banks. But I hope that other Senators
will agree, that the richer farm credit
districts have an obligation to assist
the distds that are not so rich. I
hope the Senators would agree that
the management and operations of the
Farm Credit System banks need to be
approved. I hope Senators would agree
that accountability of the Farm Credit
System banks and their managers
must be improved. I hope Senators
would agree that a strong "arms
length" regulator needs to be created.
I am certain that most Senators will
agree that local control needs to be
maintained.

The Agriculture Committee is work-
ing on all these issues I believe with
some success. But we hope to address
all of these issues in a timely and com-
prehensive fashion. Not one little issue
at a time on the floor of the Senate.

Mr. President, for all of these rea-
sons I oppose this amendment and
urge other Senators to do likewise.

The PRESIDING OFFICER (Mr.
TRLrz). The majority leader is recog-
nized.

Mr. DOLE. Mr. President, we have
had a conference on this side. I asked
the distinguished chairman of the Ag-
riculture Committee and also the dis-
tinguished Senator from Iowa, Sena-
tor ORAssLYr, and the Senators from
Oklahoma [Mr. BoRmi and Mr. NICK-
La]I both. If satisfactory to the man-
agers of the bill, we are willing to
accept the amendment.

Mr. DOMENICI. Mr. President, I
yield back the remainder of our time.

Mr. BOREN. Mr. President, I yield
back the remainder of my time.

Mr. DOMENICL Mr. President, we
have no objection to the adoption of
the amendment.

The PRESIDING OFFICER. All
time having been yielded back, the
question is on agreeing to the amend-
ment of the Senator from Oklahoma.

The amendment (No. 1048) was
agreed to.

Mr. BOREN. Mr. President, I move
to reconsider the vote by which the
amendment was agreed to.

Mr. DOLE. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

AInMIENT NO. 1049

(Purpose: To amend section 125 of title 23,
United States Code, to increase the State
emergency repair fund limitation)
Mr. BYRD. Mr. President, on behalf

of myself, Mr. RocKzrzLzR, Mr. Jomx-
STON, Mr. WARIIR, and Mr. TRnmr, I
send an amendment to the desk and .
ask for Its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.
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The legislative clerk read as follows:
The Senator from West Virginia [Mr.

BYRD], for himself, Mr. RocKxrxuar, Mr.
JOHNSTON, Mr. WARNm, and Mr. TRIBLE,
proposes an amendment numbered 1049.

Mr. BYRD. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
At the appropriate place, insert the fol-

lowing.
SEc. . The first sentence of section

125(b) of title 23, United States Code, is
amended by inserting after "$30,000,000"
the following "($55,000,000 for projects in
connection with disasters or failures occur-
ring in calendar year 1985)".

Mr. BYRD. Mr. President, as I am
sure my colleagues are well aware,
West Virginia was stricken by severe
flooding last week. While West Virgin-
ia is no stranger to flooding, with its
mountains and narrow valleys, I must
admit that in all of my years, this is
the worst, most devastating flood that
I have ever seen.

There are 55 counties in my State;
29 have been declared disaster areas.
That is over one-half of the counties
in the State. We are still trying to de-
termine the extent of damages. At last
count, 48 bridges were washed away
with the flood-waters, and whole sec-
tions of roadways have been severed.
Some towns are economically and
physically virtually wiped out, and
access to other towns has been cut off.

I have spoken with Gov. Arch Moore
of West Virginia on a number of occa-
sions since the floods, and I met with
Secretary of Transportation Elizabeth
Dole in my office yesterday to discuss
what could be done to address this
emergency situation. Secretary Dole
advised that the Federal Highway Ad-
ministration has personlnel in the
State to assess damages to roads and
bridges, and that those damages are
extensive.

Secretary Dole indicated that while
assistance can be provided through
the emergency relief fund, there is a
definite problem because of a $30 mil-
lion cap on the dollar amount that can
be spent in any given year per disaster
in a State. Early estimates indicate
that the flood damage will far exceed
that amount.

The amendment I offer today on
behalf of thyself and Senators RocKz-
FELLER, JOHNSTON, WARNER, and TRrBLE
will raise that cap to $55 million, an
action that has been taken in the past
during times of emergency.

Much has been done to date to
gather up the bits and pieces that
remain. I have gone back home to
West Virginia and seen first hand
much of the damage. The desire to re-
build has been apparent at each of the
towns I have visited since the flood.
However, there is much that needs to
be done. The adoption-of this amend-
ment will be a step in the right direc-
tion, and I urge its adoption.

Mr. President, I have discussed this
with the manager and the ranking mi-
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nority manager, and I believe they are
ready to accept the amendment.

Mr. DOMENICI. Mr. President, we
have discussed this amendment with
the distinguished minority leader and
some of the cosponsors at length
today, and we have discussed with the
chairman of the authorizing commit-
tee, the distinguished Senator STAr-
FORD. We have no objection to the
adoption of the amendment. We think
it is very reasonable.

Mr. JOHNSTON. Mr. President, we
have no objection on this side of the
aisle.

Mr. DOMENICI. Mr. President, I
yield to the distinguished senior Sena-
tor from Virginia.

Mr. WARNER.1Mr. President, speak-
ing both on behalf of myself and my
distinguished colleague now presiding
over the Senate, we wish to join our
distinguished colleague from West Vir-
ginia.

All Senators cosponsoring this
amendment have visited these areas of
West Virginia and Virginia personally
over the past weekeam or past few
days.

It is essential that Federal assistance
be expedited to that part of our
Nation which has suffered so griev-
ously under this natural disaster.

We wish to commend the distin-
guished minority leader for his leader-
ship on bringing this amendment.

Mr. BYRD. M!r. President, I thank
the distinguished Senator for his kind
words.

The PRESIDING OFFICER. Who
yields time?

Mr. DOMENICI. Mr. President, let
me just ask if the distinguished junior
Senator from West Virginia needs
some time. We have a little time here.
We are in no rush.

Mr. ROCKEFELLER. Mr. President,
will the Senator yield time to me?

Mr. DOMENICI. I yield as much
time as the Senator desires.

The PRESIDING OFFICER. The
Senator from West Virginia is recog-
nized.

Mr. ROCKEFELLER. Mr. President,
as the Governor of West Virginia for 8
years, I witnessed a number of tragic
disasters, but none as devastating as
the recent flooding which struck some
30 counties in West Virginia. I have
personally toured many of the strick-
en counties and intend to visit even
more this weekend. Each trip back, I
find people ovrwhelmed by destruc-
tion-but determined to rebuild their
lives.

I believe West Virginians can and
will get back on their feet-but they
need immediate and substantial finan-
cial help.

The damage to West Virginia's roads
and bridges has been assessed in early
estimates as over $120 million. Over
500 West Virginia roads and 50 bridges
have been damaged or wiped out by
floodwaters Current law limits Feder-
al Highway Administration funds to a
mere $30 million. Clearly, West Virgin-
ia will need more Federal funding th
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start rebuilding our roads and bridges.
Rebuilding our transportation arteries
is a vital first step toward recovery for
our floed-stricken communities-many
of which are rural and remote.

airteasing the Federal Highway Ad-
ministration's cap to $55 million will
be enormously helpful in rebuilding
West Virginia's economy and infra-
structure. There is precedent for our
action, Mr. President. In 1983, Califor-
nia was struck by severe flooding.
Once it became apparent that $30 mil-
lion was insufficient for necessary
highway repairs, Congress removed
the cap so California's pressing needs
could be met. Moreover, the Secretary
of Transportation this week publicly
recognized that a $30 million cap is too
low to adequately deal with the floods
which struck Appalachia.

In closing, Mr. President, let me reit-
erate that the sooner these funds can
be made available to West Virginia,
the quicker our people can begin the
process of rebuilding our roads and
bridges-and rebuilding West Virgin-
ia's economy along with it.

Mr. DOMENICI. Mr. President, I
yield back the remainder of my time.

Mr. JOHNSTON. I yield back my
time.

The PRESIDING OFFICER. All
time having been yielded back, the
question is on agreeing to the amend-
ment of the Senator from West Virgin-
ia.

The amendment (No. 1049) was
agreed to.

Mr. BYRD. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. BYRD. Mr. President, I thank
the distinguished manager, Mr. Do-
MENICI, and the ranking minority man-
ager, Mr. JoHNsroN, and all other Sen-
ators who have participated in the of-
fering of this amendment.

Mr. DOMENICI. Mr. President, I
understand that pursuant to the unan-
imous-consent agreement, there is one
remaining amendment that Senator
MrzssAmUM has, a Medicaid amend-
ment, on which there is 20 minutes to
be equally divided. We are ready for
the amendment, and that is the last
amendment.

The PRESIDING OFFICER. Under
the previous order, the Senator from
Ohio (Mr. MEmrzNBAUM] is recognized.

Mr. MET'ZENBAUM. Mr. President,
how much time is allocated on the last
amendment that I have with Senator
GLENN?

The PRESIDING OFFICER. It will
be 20 minutes equally divided on the
Metzenbaum amendment.

The Senator from Ohio [Mr. MTz-
sIBAUM is recognized.
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AMZNDmK rr NO. LO.O

¢Tlrpse: To strike section T48 of the bil
(reWatg to revhnatfon of assets under
&feafsw prorsgr
Mr. 7rZENBAUM. Mr President,

I send an amen ent to the desk on
behalf of Senator Gram and myself
and ask for Its hmmedaate cozfider-
atfon.

The PRESIDING OFFICER. The
amendment will be stated

The legisative clerk read as follows:
The Senrer from Ohio [Mr. Mm-

NBAWM., tar himaelf and Mr. Caiw, pro-
poses an amendment numbered I050.

Mr. MZENRIBAUM. Mr. President,
I ask unanimous consent that the
reading of the amendment be dis-
pensed with.

The PRIIDING OFFICER. With-
out objection, ft is so ordered.

The arnenrbnent is as follows:
On page 225, strike ourt al begimning with

flne 2l t2rough Bne S on pae 228.
Mr. M`TZEXBAUM. Mr. President,

I have offered this amendment be-
cause I ha two amendments voted
dowrn this afternoon, and I am stub-
born enough to think this one is going
to go.

Mr. President, this amendment is
going to reduce the deficit by $7 Wbi
lion over 3 years, and it aeeomplishes
this by striking a provision in the rec,
onciliation bill which increases the re-
inbursement rate for capital cost pay-
ments to nursing homes under Medic-
aid due to chnges ir ownership.

Last year Congress passed a law re-
forming the system. This year we are
being aked to undermine that reform.
How absurd can we be? Congress
passed the law last year in an attempt
to cotrdS the rapid turnover of owner-
ship in the nursing home industry.

What my amendment would do is to
preserve this reform by eliminating
that provision in the bill which makes
it possble for rmursing homes to be re-
capitalized at point of sale. Is that pro-
vibio absurd?

Listen to what I am saying. If a
mnursi ng r operator sefs out to one
of the large privte ri g home cor-
pratlMons i the eastry, there is a re-
evaluation of assets waner Medicaid

Nothing occurs for the patients or
the people who occupy those homes.
There is not any improvement of serv-
Ices. But there is one thing that
occurs. The American taxpayer is
called upon to pay more for Medicaid?
Why7 We realized this, was wrong just
1 year ago. Now this Finance Commit-
tee would have us undo that which
was done in 1984.

This trsfflckfg problem In nursing
homes ha1 led to an annmmua turnover
In uringhome ownersip of up to 30
perent. The nursing home Indutry
has becoe an acqulsitim game, with
more attention being paid to the real
estate and tax shelter implhations
than the quality of eare procvded to
the resident

We can save $711 million if we accet
this amendment. And if you do not,
yo are expelnpng $70 million of Med-

icald funds without a. seitllUa d i-
provement as far as the eare of the Pa-
tients is concerned. Th i nrot loieal.

You have to understind that both
the State and the Federal gover-
ments pay more money, If you do not
take our amendment. lg use o the
same assets, for the same purpose with
no guarantee of Impoved or addition-
al facilities. We were Iart enough to
change the law last year now we may
be dumb enough to change it backl

In 19%3 these for-profit nursing
homes inereased their m bser of bed
by 15 percent. But, listen to this, 90
percent of that Increase wr due to the
aeqlsbitia of existi c nursing homes,
not new construction; It is estimated
that, by 1998 50 pecent of all nursing
homes beds will be operated by be
tween 5 and 18 nursing hoe em -
nies. That b not good policy. The
AARP and the Natkoal Council for
Senior Citizens have expressed their
cmncern over the cneeation of
owrwmship in the health indntry

Now I know that mamy Members
might be interested in doing some-
thing about setting the value of cape
ial assets for the purpose e detenmin-
ins Government paymentt BAt this is
not the way to do it This not where
you are building a new taditng. This
is where you are taking an old building
and selling it for more money and in-
creasing the capital eoa

Let me conclude with four simple ar-
guments for this taen t. I cuts
the deficit by $70 million over the
next s years It removes a prortlon
from the bill which is opposed by the
Americin Association of Homes for
the Aging. the National Council of
Seator 3tizens, and the lational Citi-
zesm Cmaltilon for lnsing Home
Reform.

If we do not take this amendment,
we wvuld have seen fWitb give away
$M million of the taxpayers funds
which we were smart enough to do
something about 1 year age. Let us not
urdo that which we have dee.

The PRESIDING OFFICER The
Senator's 5 minutes have expired.

Mr. PA WOOD. Mr. Presdent. is
there a time set to vote? Several Mem-
bers lhtre asked me and I am trying to
remember.

The PRESIDING OFFICER. There
is no specific time. There is 28 minutes
allocated on this amendment, equally
divided, between the two sides. The
Senator from Ohio has been allocated
5 of those 10 minutes and those 5 min-
utes have expired. Who yields time?

Mr. PACKWOOD. I yield 5 minutes
to the Senator from Minnesota

Mr. DUREEBERGER. r thank the
Chair, and I thank my colleage from
Oregon.

The Senator from Ohio said as he
began his remarks on .h amendment.
that he had not made it on two others
and might not make it en this one. I
guess I hope he does not

Did the Senator understand me all
right?

Mr. METZghBAhl£ Iwat to be
N4-pereent a tenra missed on
twree-

Mr. W BRYER. Be missed on
three; hopeflll, we wim make ft four.

Let me again try to be brief. I will
leave the main argmnens on this issue
to the chaemnan of the PFn-ice Com-
nttee. This was nt an easy ssue for
any of us to deal with, not became of
the health poliey Issue or some of the
issues raised by the Semtor from
Ohio, but simply because when you
get into the business of trying to
decide what you are saving or what
you are spending and you are talking
about savings tint ae off of health
care providers these Blys, there Is Just
no way to nake accurate estlates

So I would start by sugesting to my
olieagus that the theory that we re

going tV save $1 Bltrn to anybody
by voting for the amenment of the
Senator from Ohio IX faIaiocs

Let me than go back to fest a little
bit of history on this issu. We did not
talk much in the MedIeare area about
the whole butiness of revaluation of
assets until a very brght and respect-
ed Congressman from Ohio, BL
Gamnw, asked the General Acconrt-
ing Office to take a look at the fssue.
Anrd they did that during the course of
19M4, and near the end of the year
issued a report Indicating that there
was some proft-takig in tar shelters
In the hospftal industry in the issue of
revaluation of assets. So irr the com-
mittee and in reconciliation, as I
recall, last year we deas with that
issue relative to hospitals. T will not
try to explain af the detailed differ-
ences between the hospital industry
and trre nresng home industry and
the long-term care industries, but they
are substantial.

As I recall--and maybe the Senator
from Oregon can recall better then I-
but it was sort of at the last minute in
this reconciliation process thal we
began looking around for some money
and then thought maybe we would
add the nursing homes in with the
hospitals and pick up a few bucks And
that, as I recall, Mr. President. is the
history of the whole issue of revalu-
ation of assets as It relates to nursing
home.

So we came back at that issue dring
the budget resokit issue and recon-
citiation process in the FiJeace Cor-
mittee and came up with the proposal
which la now part of the recodillat
which undoes a part of the act that
we took In 8 And It is a small
enough part of it so tha~t, as I under-
stand, the increase or the socale
benefit here in the revalation of
assets provision that we iut In is some-
thing like LB percent, n fiscal year
1985.

We also mandated a study ad this
whole proces so that we would lmck
more about it as it apied to the lwoe-
term care incdtry. So with tae conm-
poients in Pace, a modtiled prilsin,
pu thi oapiat fInmekg anal:ysh& I
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think we believed that we were pro-
tecting the same interests that the
Senator from Ohio would seek to pro-
tect.

I would say one thing relative to the
issue of turnover. I do not think the
turnover in ownership in the nursing
home industry is due to tax shelters. I
believe it is due to the failure of the fi-
nancing system that we have in this
country, both in Medicare and Medic-
aid, and the lack of a decent financing
system in the private sector. That has
a lot more to do with it. That, and the
fact that States do not know whether
they are afoot or on horseback when it
comes to the utilization of nursing
homes. That has a lot more to doewith
it than the tax shelter business.

And as to the fears that somehow
somebody is going to make a lot of
money in the future, I would say that
in the old days of health care infla-
tion, when you had an excess of
demand over supply, there were prob-
ably a lot of people making money
trading hospitals or nursing homes. I
believe that is over, Mr. President. I
would suggest that, for that reason, it
would be appropriate for everyone in
this body to support the effort -to
defeat this amendment.

The PRESIDING OFFICER. The
Senator's time has expired.

Mr. PACKWOOD. Mr. President, I
yield myself 5 minutes.

Mr. President, let me begin by un-
derstanding that about 95 percent of
the Medicaid payments to nursing
homes are fixed payments. It does not
matter if the nursing home cost $2
million, brand new, or it cost $500,000
when it was built 20 years ago. They
are fixed payments for the cost of
taking care of patients. They are not'
payments based upon what it could
cost you to build that nursing home,
the capital involved.

So let us not be under any illusions
here that if we allow this bill to pass-
the bill as it is drawn, not the Metz-
enbaum amendment. What you pay
for the cost of the patient is going to
be roughly the same; 95 percent of the
money is costs.

So let us talk about fairness. You are
Johnny and Susie Jones and you
bought a nursing home 25 years ago
and another 15 years ago, one with 60
beds and one with 40 beds. You are
now 62 years of age and you would like
to retire. You built the nursing homes
for $500,000 apiece and they are now
honestly worth on the market $1 mil-
lion apiece.

The new owner who would be willing
to pay you $1 million is only going tQ
be willing to pay you $1 million if that
5 percent portion of Medicaid pay-
ments which is a payment on capital
can be based upon the $1 million. You
are not going to pay $1 million for it
otherwise. Or you make it very diffi-
cult for Johnny and Susie to get out of
the business if you say these payments
cannot be raised very slightly-very
minor, talking about only 5 percent of
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the Medicaid payments-to take care
of genuine capital pressure.

That is one.
Two, we will allow the increased cap-

ital value to go up very, very slightly.
The reevaluation upward is limited to
the acquisition cost of the previous
owner, increased by 50 percent of the
nursing home cost index published in
the DODDS construction index or 50
percent of the consumer price index,
whichever is lower. They are only
going to allow the valuation to go up
by half of its real increase in value to
begin with.

Next, the American Association of
Retired Persons, far. and away the
largest organization representing sen-
iors in this country with more mem-
bers than all of the senior organiza-
tions collectively put together, initial-
ly had some complaints about Medic-
aid reimbursement for nursing homes.
They circulated a letter. My good
friend from Ohio has circulated their
letter from about a year ago concern-
ing their complaints.

Based upon their suggestions the Fi-
nance Committee adopted a reevalua-
tion of assets provision which they
now approve. At least I want to read
their more current letter in case
anyone is under the misimpression
that AARP is opposed. This is Novem-
ber 8, 1985:

AARP believes the provision in the com-
mittee's reconciliation package is an accept-
able interim measure for continuing Medi-
care and Medicaid participation in the capi-
talization of the nursing home industry. As
originally framed the proylsion is less gener-
ous than originally proposed

They support it. You take a look at
the demographics of the population.
We are going to need more and more
nursing home beds as we reach 1990,
1995, and 2,000. That may or may not
be true of hospital beds. But it is true
of nursing home beds. If those who
want to build nursing homes or buy
nursing homes annot have a fair re-
imbursement for the capital costs that
they have involved in nursing homes,
they are not going to build them and
they are not going to buy them.
People who built them 5, 15, 20 years
ago are not going to be able to sell
them. So they will close them.

For all of those reasons I hope when
we do vote on the amendment of the
Senator from Ohio, it will be' turned
down. Equity Is on the side of the deci-
sion made by the Finance Committee.
We have a balanced approach that is
approved by the largest association of
retired persons in the country. It is im-
perative that we allow this slight in-
crease that will amount to no more
than 1.6 percent in 1985; that we allow
this very slight increase.

The PRESIDING OFFICER. The
Senator has no time remaining.

Mr. PACKWOOD. I thought it was
20 minutes on a side.

The PRESIDING OFFICER. Ten
minutes.

Mr. PAC TW6D. I apologize.
Please vote against the amendment

of the Senator from Ohio.
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Mr. MEIZENBAUM. Mr. President,

I yield 3 minutes to the Senator from
Ohio.

The PRESIDING OFFICER. The
Senator from Ohio.

Mr. GLENN. Thank you, Mr. Presi-
dent, and Mr. ME^rzEnBAUM, my col-
league from Ohio.

Mr. President, I support the amend-
ment introduced by Mr. METZENsAUM,
which would strike from S. 1730 the
provision allowing nursing homes to
revalue their capital costs upon sale. I
would like to take a few moments to
explain why this amendment is impor-
tant.

This amendment will save $70 mil-
lion over the next 3 years. It will con-
tribute to reducing the deficit which is
precisely what our objective is in con-
sidering the reconciliation bill. I think
that is the important thing to consider
here.

Last year, as part of the Deficit Re-
duction Act of 1984, Congress stopped
the practice of nursing homes revalu-
ing their assets upward at the point of
sale of the facility, under both the
Medicare and Medicaid Programs. Tra-
ditionally, after a nursing home
changed hands, the new owner was en-
titled to a higher reimbursement rate
solely because of the purchase. There
was no assurance of improvement or
expansion of the facility or, more im-
portantly, there was no assurance of
better care. However, the new owner
was assured of increased reimburse-
ment. In 1984 the Congress thought it
was good policy to stop this practice,
and I think it's good policy to continue
what we started last year rather than
to partially undo it.

It is sound public policy to not have
incentives in our Medicaid Program
which encourage rapid turnover of
nursing homes. Nursing homes in this
country were changing ownership at a
rate of nearly 30 percent each year
and some were being sold annually. By
eliminating revaluation of assets upon
sale in 1984, we eliminated an incen-
tive for changing ownership so fre-
quently, thus ensuring that experi-
enced providers of nursing home care
stay in the business longer. A letter
sent to the Finance Committee from
three major senior citizen groups this
past July stated, "We believe linking
the mechanism for setting the value of
capital assets to sale provides the
wrong incentives for a stable, high-
quality health care delivery system.
Moreover, liking revaluation to sale
exacerbates the concentration of own-
ership in the health care industry."

I know of no other business where
the businesses are in effect "churned,"
as we call it in stock accounts when a
broker sells stocks Just to make his
commission on those sales. I would
submit there has been churning going
on in the nursing home business when
they are turning over at the rate of
some 30 percent per year.

Following the enactment of DEFRA,
Senators DOLz and DURENrsRGER wrote
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to lealth and Iawan Serices Secre-
tar Hfeekler, stressing that the revilu-
ation of assets provision was not
meant to lmit States fleiilty In
choosing alternative payment methe-
ologis for Medcaid, so lng as a
States aggregate costs would not
exceed increases allowable under Med-
care policy. A number of States have
1rzvien1ted creative approaches to
reabmrsemnent which recognize the
capital costs of muring homes My
home ate o Ohio has implemented
seve inbkiatves to receognie, yet
limit pasmts to nursing hones for
their capital costs. Ohio's methoddo-
gy Is aimed at red'chu the high rates
of turnover in rs homes lna fat,
Ohio inlmic an IncerAM;e factor foa
owners to retain ownersht of their Is-
cilitie Other tates su as- Mary-
land and West Vrgi , are e xperi-
menting with other methodologies.

Reeoigton of the capitaliatln of
nrsin hlees s tNortat md needs
to be considered in fenmtatg meth-
odologes ifor Medd rembuxsnd
But b.sng revahlatim upon the sale
of a nursng bme is nt reasonabl.
Therefore I intend to request that the
Geeral Accounting Office study a-
ternative methods of recogniztr capt-
taliatton , t. in the Medicai Po-
grnm This wll provide an ptunity
for us to carefull2 examine altffstive
approaheb, ikneIding Ohis, and to
estabsh on pubie policy for recog-
nlrig captl cts, itead of retning
to revaiwng asLet. kut becuse a nrs-
ing homea changes h

So I urge Mr. President that my
coleagues sumeort Senator MXrx,
ENBAum in this amenlent. It is eam-
sistent with our effort to reduce the
deficit beeause it will save $70 million
over the nekt a3 jes. And will dve
us tLe to look a reasable methods
fox recanialag capital costs for nurs-
Ing home xreimburaement Let us ndt
reinstitue a system we ended as
year; one that eneoraces rmad tmrn-
over In an hdumtry that needi stabLt-
ty. Instead let's catinue on the track
Congress estabsd a last year in
DEli It wilv enable us to approach
the capitalizatil Iss tI a reasonable
manner so that we can enact god
publ polcy.

I yield back the balance of my time
to Senator Mtrns u.

Mr. I`bZtlBAUIML I thank my
colleague tra Ohio for his smaporL

Mr. Presdent lett me mention the
AARP. We hae been all over the lot
on thi one.

They wrote me on November 13.
hAL& wesif csneoooe me en this

isme refiect tke nalMiwnms cekW
concers that wa wezaltn oan ale is mat the
ony nor tIb moat appropriate meana ft
provtdirn for a Fedcrrl Polcy in calftaLza-
tiow. Carly, yumr conmmnctlon to your
colgesma ton ilft9 based a fit war art
our Ifler mo ifor erotr rulvb w ae-
cuef restea ed or * itt at that tir.

So when I indiceted theree w a corr-
cem at the AABP ands tbere wa
strw o ptkn flom several ether

organizatfons I was stating the facts
correctly.

I want to say to my colleagues we
should do the best we can for patients
on Medicaid. I want to see to it that
we get the most from tbhoe funds
which the taxpayersa provide for Med-
icaid services But there is not any log-
Ical reason under the Sun that we
should now und that which we did in
1984. In 1984 we said when you sell a
property it de not. provide a suffl-
clent basis to, roxptalilae It and, there-
fore, to increase the cost to the Ameri-
can tapyer derw Medicaid.

The buyer kwa what he is gettnt.
The buyer dshw4 not have a right Jst
to up the cost f Mbled/ka by reawm of
having made a puchame at a higher
price. The meal services are not hm-
proved It does et herp the patient In
any way.

The only n that gets burt
you leae te provsion in tie ml that
the Flnance Commitee ha to is
the American taxpaya Its American
tasyrr will suffer. is C right. We
sat that In 1904 We abd not undo
what we stated and cdd In 1964.

I yield bat the bsane of my time,
and ask for the yeas snd nays

The PR~SIDNG OFMC f(r.
D 1c L I; there a sufiieit
second? There is a sufficient second.

The yeas and nays e ordered
Mr. DCOMWCI addressed the

Char.
The PRW23IIG QFFICfLi The

Senatot from New Mexic.
Mr. DOMENICL As I astaad it,

we are not going to vote etl about 20
minutes of 6 on this .isaest, and
then puVsuant to the uanwams con-
sent, we will vote final prs

I need a few minutes to wrap up
some of the technical mtcrrs on the
bill, and make a few ceftrnia B I
have confirmed with the dkcrLaed
sponsor of the amendaS tha we
would either have a quorum call or me
the time for any cmnentsr t! 10
minutes of 6. e which time we wil
vote mn the Metzenbaumn menmet,
and then final passage i thst i ms-
factory..

Mr. METZENBAUM. That Is per-
fectSy agreeable with mJe. I unm stad
it wil be an up-or-dwn vcte.

Mr. DOMENICI. We have not
agreed to that.

Mr. BMEI'XBAU1 M. I gather the
Senator from Ore n-n

The PIRIDING OFICER. AN
time on the amebmuent has expied.

Mr. PACKIWOO. It if my iintent
to sake a mtia to table.

r. AIE'7ZBAU Doe the Sene-
tor from Oregon hn ist n up-or-
down vole?

Mr. PACKWOOD. Tes e this case.
I winl make a motion to tabe.

Mr. METZENBAUM- I ss my col-
league fro iw Metcu why the
delay on the vote2 I did indicate my
wiflingnr to' go ai t with Zi, and I
did not raise the uestion of an up-or-
down vote. But it there some reason?

The PRESIDDIG OFFICER. Is
there an obketet to this ceoJdluy2

Mr. DOMENICI. I ask unanimous
consent that we have up to 6 mutes
to engage In colIoquy.

The PRESIDING OPFFo Ca. is
there objection? Without obdtoa, it
is so ordered.

Mr. DOMEI ICL I say tomy txf
from Ohio that we hae bit9rt a
number of Senators on bota skis who
inquired about 30 m tes ago thnt we
would not voe agaa in a wp-wr-daw
manner until about S minr d S.

We would like to m] ada- thJmn
shince we told the that. I did coMirm
It with the Sentor. I did mt tell the
Senator it woild be a tW or~ a
straight vote. The Senator agreed to
iL That is why I td/d the dltnhghbed
chairman of the Finance Conittee
that we would not vote atil 10i oat
even though we ae finished with the
debate.

Mr. M4TZENBAUM. addresed the
Chalr.

The PRESIDING OPFITC. The
Senator from Ohio

Mr. MfrETZBhAUML Mfr. Prliden
I will go aloeg with the agremet,
but I do want to aV we a a sr eh
time de I ciam mtUeratnd
why we cannot ret o w dste I
seems to me we ouigh to )t proceed
forward.

I am not going to obeet to the unn-
lrousicaient reqvwat of 8t Seator
from New Mexico, ba I wet to poin
out that we cugh& to beep rSUng.. I
will be glad to be of saiture in keep
ing ese matte movisng Inrwrd Mnd
trying to move them rapdly.

I think this i one o thone matter
that could hen beem atlielptde. We
should be able to vote m or dowm m
the amendme as well arn finS pa-
sage.

Mr. GiENN. I wish when arrane-
ments like these are ade some at the
rest of us get In on the act, t. I reset
the schedule back Ln my lice deemD-
ing on the time fot amendmat here

,Now I have to go back and reshede
again. I wish word would be pased
when we make arrnanemt shot
putting off votea

Mr. DOMENIC . I uadpentag how
difficult it is to aeeamaoda eCve-
one. r have been trybin to wcoin-
date 20 or 3U people ower the prt
couple of days. tb"k we ihe dae a
reasonably good lob. I I hae hicon
verdeneed anyone. I sorry.

Could I ask unanimous consent to
-have an addtional 5 mwaats to ea-
ment on the bill and to thank the vwri-
ous people wha hre worked an i?

The PELIDiNG OWFIW. Wit-
out obection, IL i soG orderede

Mr. DOMENICL r tAik eeryone
knows that thi Is a maiJ b Fiw the
last week. I have beens resadi the
Senators that we ase ledk aboutA a
millionm a day UL sagle It wL tae i
a couple mre w t m the-a&h
conerene with the ]s e, AIrs
every standing committee of the
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Senate and the House will be in the
conference because they have all pro-
vided portions of this rather omnibus
type bill

Senator CHLars is not with us be-
cause he in not feeling well. He did an
outstanding job on the minority side. I
am most appreciative of what he has
done.

All of the chairmen worked extreme-
ly hard, but in particular I want to
thank Senator PACEWOOD, the chair-
man of the Finance Committee. His
was a major role, as is usual. When-
ever you have a bill that saves money,
the Finance Committee takes the lead
as they did again with this bill. I
thank him not only for the work he
has done but for all the time he has
spent on the floor. I think we have
had an accommodation that is exactly
the way it ought to be.

This is not my bill I am simply
charged with packaging and managing
it. I hope that each of the chairmen
have felt comfortable in the argu-
ments that have been made with re-
spect to parts of the bill that concern
their committee.

Senator DoLs and his staff have
been extremely helpful, and, of course,
Senator BoscHwrrz and Senator
GORTON, and Senator JOHNsrON on the
other side.

The cooperation of Senator BYrD,
the distinguished minority leader, has
been essential. We could not have
gotten to final passage tonight, as
complicated as this measure has been,
without his help and guidance.

Obviously, there have been a
number of extraneous matters in this
bill. We hope we have taken care of
them for the future. For now, It will
be a real challenge for the various
chairmen as they go to conference in
an effort to resolve differences with
the House where there are many ex-
traneous matters within the four cor-
ners of their bill.

When this bill was reported to the
floor as a result of many of our au-
thorizing committee's work, It
achieved an $85,652,000,000 reduction
in the deficit off of current policy over
3 years.

We have had about 15 rollcalls and
adopted 31 of the more than 50
amendments that were offered. Our
best estimate, using CBO's current
evaluations, is that we have held the
line. As a matter of fact, we have
added about $94 million in savings
over 3 years so we have cut
$85,746,000,000 off the base line.

I think that is a pretty good Job, a
pretty good day's work. In years past
that would have been a rather astro-
nomical bill. It is getting rather ordi-
nary around here that we pass thepe
kinds of reconciliation bills. But It is
far more than ordinary. It is a major
effort.

Mr. President, I ask unanimous con-
sent that a table entitled "Amend-
ments to the Senate-reported Recon-
ciliation Bill that Increase or Reduce

GRESSIONAL RECORD - SEATE
Total Deficit Reductions" be printed
in the RtcoRD.

There being no objection, the table
was ordered to be.m*t9ed in the
RWcoRD, as followa ;.:'

AmENDMEnTS THE TO SEMATEREPOTED RE(XOMMl
BILL THAT INCREASE OR REDUCE TOTAL Doc FE0V-
IoNs

199$ 1917 19 19 -

s -213,62 -2134 -35689 -15652

-bclI__ 1 11 -289 -2m

71 -25a -59 -24Q

D~II~a~33 65 67 165

'M m e 1 mA A

1w*sL Is 92 ' 52 229

sm~ Io .: 5 6 1 11

IH65456 - 1933 -2-,636 -..117 -25,53

t '1 ss a d3 b asdcJc I0 s a. $16 ~ OV 3 is
1 t WI i 001d10MdIMtW$8 UNOm3 M

Mr. DOMENICI. Mr. President, I
.want to express my appreciation to all
the committee staffs that have worked
so hard to bring this bill to comple-
tion. The reconciliation bill could not
have been completed without the dedi-
cated work and cooperation of the
Senate committee staffs.

I want to particularly thank my
staff on the Budget.Committee, both
the majority and minority staffs. I
know that their hard work will contin-
ue as we take this bill to conference
and finally bring to a completion the
fiscal year 1986 budget resolution
blueprint.

As I understand It, there is one
matter, before I yield the floor and
ask for a quorum call, that has been
cleared on both. ldes.

Mr. President, I have nothing fur-
ther. I suggest the absence of a
4uorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. PACKWOOD. Mr. President, I
move to lay on the table the amend-
ment of the Senator from Ohio. I ask
for the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficeet second? There i§ a
sufficient second.
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The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
of the Senator from Oregon [Mr.
PAcKwooDl to lay on the table the
amselm ent of the Senator from Ohio
iMr. uI&Tzwau]u. The yeas and nays
have been ordered. The clerk will call
the roll

The bill clerk called the roll.
Mr. SIMPSON. I announce that the

Asotor from Oregon [Mr. HATFIELD]
is Weeesarily absent.

Mr. CRANSTON. I announce that
the Senator from Florida [Mr. CHngs]

i absent because of illness.
The PRESIDING OFFICER (Mr.

Canm).'Are there any other Senators
it the Chamber desiring to vote?

The result was announced-yeas 71,
nays 27-as follows:

(Rollcall Vote No. 313 Leg.]

Abdnor
Andrews
Armstrong
Baucus
Bentsn
Boren
Bosehwltz
Btadley

Byrd

Chafe
Cochran
Cohen
D'Amato
Danforth
Denton
Dole
Domtenid
Durenberger

aL~eton
Eut
Evans
Exon
Ford

Blden
Bingaman

Cryuton
DeConcinl
Dixon
Dodd
Glenn
Harrln

YEAS-71
Garn
Goldwater
Gore
Gorton
Gramm
Grassley
Hatch
Hawkins
Hecht
Hellin
Heins
Helms
Humphrey
Johnston
Kamebaum
Kasteon
Lautenberg
Taxalt
Leahy
Long
Lugar
MaYttiny
McClure
McConnell

Mitchell
Moynihan
Murkowaki
Nickles
Nunn
Packwood
Preler
Quayle
Rockefeller
Roth
Rudman
Saser
Simpson
Specter
Stafford
8tevenm
Symmr
Thurmond
Trible
Wallop
Warner
Weieker
Wilson

NAYS-27
Hart Metzenbeum
HolltnX Pell
Inouye Proxmire
Kennedy Pryor
Kerry Riesle
Len Sarbanes
Mathls 8imon
Matryim a Stennia
Melcher Zorlrnky

NOT VOTING--2
Hatfield

So the motion to lay on the table
was agreed to.

Mr. PACKWOOD. Mr. President, I
move to reconsider the vote by which
the motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

U]RBANL DIVDOPMnT AcrON GRANTS

Mr. GRASSLEY. Mr. President, the
Urban Development Action Grant Pro-
gram is one that has helped our coun-
try rebuild many of its distressed com-
munities.

During the December 1983 round of
UDAO grants the Secretary of HUD
implemented selection criteria that he
felt was based on the intent and direc-
tion that Congress had given him.
However, the criteria shut out over
three-fourths of the cities in the
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United States. I do believe that the
Secretary was basically right in ~what
he did -when he implemented the
UDAG formula based on legislative
language in the bill establishing -the
program. But I don't believe that Con-
gress intended to write the law so that
these communities In need would be
shutout.

The proposed formula change that is
Included in the bill we are discussing
today will give those communities that
have been shutout an opportunity to
again take part in this program.

Over the past 2 years we have looked
at several different ways to improve
the program and have tried to develop
a fair formula. The one that is con-
tained in this bill is a compromise that
is supported by several Senators on
both sides of this issue as well as over
12 private organizations including the
National League of Cities and the Na-
tional Association of Counties.

I will not stand here today and pre-
sume to say that this compromise is
the final answer to the formula prob-
lem, but I will state that unless we
move ahead with positive changes,
then we will not have a UDAG Pro-
gram. Without a change we will con-
tinue to have business as usual where
over 65 percent of the funds continue
to go to a few States.

When this formula change occurs,
the data we collect will allow our cities
to see if they will again be able to com-
pete. If this formula does not work,
the Secretary of HUD will have to
report to Congress on possible changes
needed to make this program a nation-
al one.

I would like to take this opportunity
to thank Senator GARN and his staff
for the assistance they have given me
with the formula change and I would
especially like to thank the ranking
minority member on the Housing Sub-
committee, Senator RIEGLE, for help-
ing to make this change possible. He
has spent many hours trying to make
the system an equitable one that
would be acceptable by both sides.

I am encouraged by this action and
look forward to seeing this program
used again by the local communities in
Iowa.

Mr. BAUCUS. I rise to engage the
Senator from Oregon with an inquiry
regarding the user fee for customs bro-
kers permits provided for by the com-
mittee.

As the Senator knows, last year I
sponsored an amendment to what is
now Public Law 98-573, the Trade and
Tariff Act of 1984, which provided for
Customr, Service regulations of the
customs business of customs brokers.
Section (H) of that amendment estab-
lished "reasonable fees and charges to
defray the cost of the Customs Serv-
ice" in carrying out this responsibility
including, but not limited to, a fee for
licenses issued under my amendment.

The committee has provided for an
annual $125 fee in the legislation
before the Senate today, which would
be imposed on permits for customs

brokers. Are these the fees contem-
plated by section (H) of Public Law
98-573?

Mr. PACKWOOD. I thank the Sena-
tor for his inquiry. As you are aware,
Public Law 98-573 provides for both li-
censes and permits. Every individual,
corporation, association, or partner-
ship wishing to conduct customs busi-
ness for those other than themselves
must hold a valid customs brokers li-
cense. Every person granted a license
will be subsequently issued a permit to
conduct business in a particular Cus-
toms district. Thus, a licenseholder
may have several permits depending
upon the number of districts in which
he conducts business.

The committee, in this legislation, is
imposing an annual fee for each
permit that is issued pursuant to
Public Law 98-573. It is through a fee
on permits that the committee hopes
to defray the cost of regulating the
customs brokers industry. We believe
that the number of permits issued is a
good measure of the range of activities
that must be regulated. Where a
broker has three permits it indicates
that he has three separate business ac-
tivities in three geographically sepa-
rated districts.

Mr. BAUCUS. I agree with that
analysis. However, does the committee
also contemplate a separate fee on li-
censes?

Mr. PACKWOOD. Yes; the commit-
tee anticipates that Customs will
charge a one-time fee for the issuance
of a brokers license and accompanying
permits, in addition to the annual fee
authorized by this bill. We understand
that Customs will charge a one-time
fee of $300 for licenses and $100 for
permits. The committee expects that
Customs will confine itself to these
one-time fees on brokers and avoid ar-
bitrarily increasing the amounts
charged.

"IN-BOND TRANSPORTATION" UER FIR
Mr. MOYNIHAN. The report of the

Finance Committee describes the fee
on "in-bond transportation" as a one-
time charge on merchandise moving
from one port-of-entry to another. Am
I correct that this fee may be paid
when merchandise is. released for
entry into a bonded warehouse, for-
eign-trade zone, or other bonded facili-
ty at the port-of-entry in anticipation
of its later in-bond movement to an-
other port, in which case the fee
would not apply to any subsequent
movements of the merchandise?

Mr. PACKWOOD. Yes; the Senator
is correct in his interpretation. The
committee intends that the party en-
tering the merchandise into a bonded
warehouse, foreign-trade zone, or
other bonded facility be permitted to
pay the fee upon entry or upon subse-
quent port-to:port transportation.

AIRLINE ELATED SERVICES
Mr. WILSON. I rise today to express

a concern that I have, which is techni-
cal in nature, regarding the budget
reconciliation bill, S. 1730. Specifical-
ly, my concern relates to the tax treat-

ment of airline employee fringe bene-
fits. I am hopeful that we can clear up
an ambiquity that could cause employ-
ees engaged in the all important task
of aircraft maintenace to be unfairly
taxed on their fringe benefits.

Persons are taxed on their gross in-
comes, which generally includes the
value of employer provided fringe ben-
efits. However, under the Deficit Re-
duction Act of 1984, certain fringe
benefits by an employer on a nondis-
criminatory basis are excluded from'
the recipient's gross income for
income tax purposes. These tax-
exempt fringe benefits include no ad-
ditional cost services and qualified em-
ployee discounts. Both of these excep-
tions have so-called line of business re-
quirements.

In other words, a fringe benefit, to
be nontaxable, must be a service that
is sold to the public in the line of busi-
ness of the employer for which the
employee is performing services. Thus,
a flight attendant could receive non-
taxable flight privileges from her air-
line employer, but would have to pay
taxes on hotel privileges that she re-
ceived from her employer, even if that
employer operated a hotel chain.

However, S. 1730 currently provides
a special rule to allow employees of an
airline subsidiary to receive tax-free
flight benefits if the subsidiary per-
forms airline-related services. "Airline-
related services" means any of the fol-
lowing services in connection with
commercial air transportation: First,
catering; second, baggage handling;
third, ticketing and reservations;
fourth, flight planning and weather
analysis; fifth, restaurants located at
an airport and gift shops located at an
airport; sixth, such other similar serv-
ices provided to airlines as may be pre-
scribed by Treasury regulations.

Aircraft maintenance services are
not specifically included in the listing
of airline-related services. This omis-
sion could cause certain employees to
be unjustly treated under our tax
laws.

For example, PSA is an airline based
in California, whose wholly owned
subsidiary PSA Airmotive performs
the engine overhaul on the PSA
planes. For all practical purposes, PSA
Airmotive employees are the function-
al equivalent of PSA employees. In
fact, employees of both entities are
covered by the same collective bar-
gaining agreement with the Interrn.-
tional Brotherhood of Teamsters.
Thus, it would be unfair not to allow
these employees to receive the tax-
free treatment of their flight privi-
leges as do their coworkers at PSA.

I am confident that it was the intent
of the Finance Committee to give
those employees who work for airline
subsidiaries that perform aircraft
maintenance the same benefits as
their coworkers who work directly for
the airline.

Mr. PACKWOOD. The Senator
from California is correct. Certainly,
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we would not list all conceivable air-
line-related services in the legislation.
However, we might have included a
fuller description of the committee's
proposed change to the Tax Code to
make clear that aircraft maintenance
workers, even If employed by an air
carrier's subsidiary, should not be
taxed for receipt of flight privileges.
The statement offered by the Senator
from California does clarify the scope
of the section 783 in this regard. I
thank the distinguished Senator for
pointing out this ambiguity, and I
hope we have cleared up this matter.

rVAWS AIIDMIMT NO. 1031
* Mr. BOSCHWITZ. Mr. President, I
oppose the provision in Senator EVANS'
amendment that would place a 2-year
moratorium on the collection of error
rate sanctions from the States.

A moratorium sends the wrong
signal to the States and ultimately
threatens the integrity of the Pood
Stamp Program. A moratorium 'ind-
cates to the States that the Federal
Government is not serious about re-
ducing the error rates in the Food
Stamp Program and requiring the
States to assist in that effort.

In 1982, under the leadership of Sen-
ator DOLr, we enacted a provision that
required States to gradually lower
their error rates. In fiscal year 1983
States were allowed to have an error
rate at or below 9 percent, in fiscal
year 1984, the States had to reduce
their error rates to 7 percent, and in
fiscal year 1985, the tolerated error
rate was lowered to 5 percent. As of
the date of the enactment of that re-
authorization of the Food Stamp Act
in 1982 the Federal Government put
States on notice that we were serious
about controlling errors and holding
States accountable for error rates over
5 percent. The moratorium would
have the effect of forgiving, at least
temporarily, errors that were made as
long as 4 years ago, at error rates over
9 percent, that States have known
they were responsible for paying.

Besides losing the interest on that
money during the 2 years, which the
Federal Government can ill afford to
lose, I am also concerned about the
feasibility of that money ever being
collected. If the States are telling us
they can't afford'to pay 1 years sanc-
tions, are they going to be abk to pay
3 year's at once?

A moratorium would not help one
food stamp recipient. The only benefi-
ciaries of this moratorium are State
treasuries In reality, every dollar
issued in error is $1 less in benefits
going to a deserving recipient. To the
extent error rates rise, or do not fall,
as a result of this amendment, food
atamp recipients are losing food stamp
benefits.

There may be some objection from
the States to my implication that
error rates will rise if there is a mora-
torium on sanctions. However, the
clear signal to the States of a morato-
rium combined with a study of the
error rate sanction system is that a

more lenient system will be designed,
the Federal Goeernmet is not serious
about collecting aror tWe sSanctions,
and States should notbe concerned. A
moratorium -mpg4. the problems
in the system are d serious that it's
necessary to abandon all efforts to
make the current system work for at
least 2 years.

The argument has been made that
this moratorium is necessary to treat
the Food Stamp Program consistent
with the way AFDC and Medicaid are
treated /m 4be reconciliation bill. Food
stamps is 4.i y different program
from AFDC-JW Medicaid. The toler-
ated error rate in AFDC and Medicaid
is only 3 percent, as opposed to 5 per-
cent in food stamps. AFDC counts
technical errors-like not having a re-
cipient's Social Security number re-
corded-that do not result in overis-
suances, Food stanps do not. Most slig-
nificantly, food stamps i totally feder-
ally funded, any d~ issued in error
are dollars out of 4 Federal Treas-
ury. In contrast, in AFDC and Medic-
aid the States share the costs of the
program and payments made in error
represents money lost by the States.
States have limited resources, to be
pragmatic they will focus the State re-
sources *a lowering error rates where
they feel Le pinch, in Medicaid and
AFDC. In tb Food Stamp Program,
error rate Cmans are the only
means we hav f holding States ac-
countable for errors where in Medicaid
and AFDC they are held accountable
for errors even during a moratorium
on sanctions through the States cost
sharing of these programs.

I am not arguing.that we have in
place a perfect error rate sanction and
quality control system in the Food
Stamp Program. In-hemt, we would be
well advised to take fenator EVANs'
suggestion of cond o a study of
the system. But, I th a moratorium
does nothing to improve the system
and goes a long way toward threaten-
ing the integrity of the entire Food
Stamp Program. Right or wrong, the
Food StapProgram has had the rep-
utation of bey fraught with errors,
backing off on F&Morts to control those
errors threatens the reputation and
political support for the program.

Mr. ARMSTRONG. Mr. President,
section 783 of the Coneolidated Omni-
bus Budget Reconcllattln Act of 1985.
S. 1730, includes pr1oons substan-
tially similar to legetiton I intro-
duced on May 8 of this year that will
restore for parents of airline employ-
ees their privilege of flying on a tax-
free basis. Last year the Congress en-
acted the Deficit Reduction Act of
1984 and among its many provisions
was one that eliminated parents from
what had been a long tradition where
airlines had considered parents to be
within the inmediate family of an air-
line employed' therefore provided
them with afir'ravel privileges on a
seat available basis.

The consequence of this rall
change in tax law, of "neligbge" C -
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nue impact-as reported by the Joint
Tax Committee in December 1984-is
larger than it may: pear. Some air-
lines have ended their tede mlad
agreements that established'tl* l
of interline air travel by p
line employees. This small change in
law has, in combination with the with-
holding requirements and the high
valuation of the temporary IRS regu-
lation, contributed to the reduction or
elimination of this fringe benefits that
airlines voluntarily provided and from
all my information, would like to be
able to continue to provide.

Employees of airlines and the air
carriers themselves have been through
some difficult times and the availabil-
ity of fringe benefits for employees
and their families is an important ben-
efit and attraction to current and po-
tential employees. For some employees
who can do little else for their parents
except being able to provide them
with free or reduced cost air travel on
a space available basis, the congres-
sional actions of last year were an un-
welcome change. The change was un-
necessary in my opinion and achieves
little except to disrupt the beneficial
practices of the commercial airline in-
dustry.

To make matters worse, the IRS
issued temporary regulations on Janu-
ary 7 that impute the value of paren-
tal travel on airlines to be 50 percent
of the regular coach fare on the day of
traveL That imputed value is added to
the employee's "income" and taxed.
Emnployees in the 50 percent tax
bracket that are taxed on 50 percent
of the value of the coach fare conse-
quently pay a tax that amounts to 25
percent of the regular coach fare. This
valuation is too high. The cost of trav-
eling from New York to Los Angeles
for the period from February 18, 1985
to March 30. 1985 shows that all major
airlines provided an ultra super saver
fare that is just 28 percent of coach
fare. For many there is no fringe bene-
fit left due to the tax implications.

The legislation that I introduced
would again place parents on the same
basis as the spouse or dependents of
an employee when air travel is provid-
ed as a fringe benefit by the airline. As
with the employee, this service must
be a "no additional cost service" to the
air carrier in order for it to remain tax
free. This means that the employee,
spouse, parent, or dependent children
can fly only if the seats were other-
wise going to remain unused on the
flight.

In treating the parent on an equal
basis with other dependents of the em-
ployees, this bill does not interfere
with reciprocal agreements and the
airlines can, if they so choose, enter
into reciprocal agreements with regard
to parental air travel where the em-
ployers bear no substantial cost and
the airline does not lose revenue as a
result.,

Section 783 of S. 1730, as approved
by the Senate Finance Committee by

Nomrmber 14, 1,985
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an 11 to 7 vote, will put parents of the
airline employee in the same category
as spouses and dependent children and
will do so for online and interline
travel as my legislation proposed.

In concluding Mr. President, this bill
corrects legislation that was unneces-
sary, which raised essentially'no reve-
nue, which has had unintended affects
that have.disrupted a legitimate fringe
benefit offered to parents of airline
employees.

NONPROm MAIL SUBSIDI]s
Mr. METZENBAUM. Mr. President,

I rise to discuss a matter contained in
S. 1730 dealing with nonprofit mail
subsidies. Earlier this week, the
Senate adopted an amendment ex-
panding upon the reconciliation bill's
requirement that the Postal Rate
Commission study third-class nonprof-
it mail subsidies. The amendment that
was adopted will require the Postal
Rate Commission to include second-
and fourth-class mail subsidies in their
study.

My concerns deal with the postal
subsidy section of the reconciliation
bill as well.

Mr. President, I wish to direct my in-
quiry to the Senator from Alaska [Mr.
STEVsNS].

Mr. STEVENS. Mr. President, I will
be happy to respond to the Senator
from Ohio.

Mr. METZENBAUM. Referring to
title VIII of S. 1730, I understand that
sections 804 through 807 of this title
are designed to make certain eligibility
changes or restrictions as to which
mailers or types of mailings can qual-
if y for the partially subsidized reduced
postage rates.

Mr. STEVENS. The Senator from
Ohio is correct in his understanding of
the general purposes of sections 804
through 807 of the Budget Reconcilia-
tion Act.

Mr. METZENBAUM. Now, I would
like to ask my distinguished colleague,
with reference to section 804, is it the
Senator's or the committee's intent to
impose a 50-percent cap on the author-
ization of appropriations for all third-
class nonprofit mail or only on certain
mail which falls within that class?

Mr. STEVENS. The 50-percent cap
on the authorization would apply only
to a distinct type of commercially ori-
ented mailings which are now made
with a taxpayer subsidy at the regular
third-class nonprofit rates. With the
limitation of this cap, the committee
seeks to curb unwarranted use of the
nonprofit postage rates caused by for-
profit entities who further their com-
mercial interests by means of nonprof-
it postage rates.

As the report of the Budget Commit-
tee indicates, we expect that the cap
on the authorization for commercially-
oriented mail sent with nonprofit post-
age will save $35 million in the Reve-
nue Forgone appropriation to the
Postage Service during fiscal year 1987
and $38 million in the appropriation
for Revenue Forgone during fiscal
year 1988. While this savings is signifl-

cant, it is only a small portion of the
subsidy which is now devoted to third-
class nonprofit mailings. The savings
will be achieved by curbing the cur-
rent practice of using nonprofit post-
age for commercial mailings.

Mr. METZENBAUM. Bearing that
explanation in mind, is it further the
intent of the Senator from Alaska ot
the committee's intent to place a' 0-
percent cap on the authorization'tOr
mani of a qualified nonprofit entity
when the purpose of the mailing is to
convey the services of that entity or to
solicit financial support for that
entity? I raise this question in view of
the language of section 804 which
seems to suggest that the 50-percent
cap on the authorization would apply
to any mail which promotes or an-
nounces the availability of any article
or service.

For example,, would a library send-
ing a newsleter containing informa-
tion about tht ervices of the library
be subject to a higher postage rate for
that newsletter by virtue of the 50-per-
cent cap? Would an association of the
blind which conducts a mailing de-
scribing its services for the blind be
subject to a higher postage rate under
this provision? Perhaps the Senator
from Alaska could describe the intent
of section 804 with reference to these
and similar specific circuistances.

Mr. STEVENS. In the cases that the
Senator has mentioned and for the
types of. mailings he has described, it
would not be our intent that such or-
ganizaticns or their mailings would be
subject tdthe 50-percent cap estab-
lished by section 804. In other words,
these maelings would not be affected
by virtuae0f this section since there is
no commercial purpose or interest in-
volved in the mailings.

Mr. METZENBAUM. Then could
the Senator explain further his intent
or the committee's intent as to which
types of mailers or mailings would fall
within the 50-percent cap on the au-
thorization for nonprofit third-class
mail?

Mr. STEVENS. I will be happy to ex-
plain. The mail which would be sub-
ject to the 50-percent cap under sec-
tion 804 of the Budget Reconciliation
Act would be any mail of a nonprofit
entity which actually promotes a com-
mercial, for-profit interest or enter-
prise.

For example, the commercial sale of
travel arrangements or insurance
under nonprofit postage would be sub-
Ject to a higher rate than mail which
promotes the services of a nonprofit
group. The committee's intent is that
for-profit commercial interests should
not be allowed to conduct sales or ad-
vertising with the Federal subsidy ac-
corded to nonprofit organizations or
institutions.

We do not intend that a nonprofit
group would necessarily be subject to
paying higher postage if items of value
are included in its mailing. But, if such
a group -were to conduct a mailing
which advertises or sells products that
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a commercial enterprise is making
available through that group, we
would consider such a mailing to bene-
fit a for-profit commercial enterprise,
at least in part. The committee merely
chose to apply 50 percent cap on un-
Warranted commercialized uses of non-
profit postage.

Mr. METZENBAUM. I thank my
colleague for that response. That is
helpful. Now I would like also to in-
quire if it is a correct understanding
that the study and report required by
subsection (b) of section 804 must be
completed and the results made avail-
able to Congress in time for us to act
on the recommendations prior to Oc-
tober 1, 1986.

Mr. STEVENS. We have already
begun discussions with the Postal
Rate Commission to assure that their
study and report can be concluded in
approximately 6 months. Based on
these discussions, I believe that the
Rate Commission will be able to pro-
vide us with its report and recommen-
dations on or about the first of June
next year. Upon receiving that report,
our postal subcommittee, which I
chair, will hold a hearing. Meanwhile,
our subcommittee will continue to
monitor this process so we can be
ready to expeditiously report legisla-
tion resulting from it. I expect the
House will do the same.

Mr. MITZENBAUM. What is the
Senator's understanding with respect
to subsection (a) of section 804, the
cap on the authorization for certain
commercialized mailings which we
have discussed would become effective
on October 1, 1986, if there are no
changes in law by that time more
clearly defining which mailings must
go at a higher rate. Some are con-
cerned that the Postal Service, on its
own, will decide which mailings would
go at full subsidy and which mailings
come under the reduced subsidy or
possibly no subsidy by virtue of the
cap on the authorization.

What happens if Congress does not
implement legislation to instruct the
Postal Service on how to comply with
the 50 percent cut in commercial use
of nonprofit mails?

Mr. STEVENS. It is my understand-
ing, confirmed by the legal staff of the
Postal Service and the General Coun-
sel of the Postal Rate Commission,
that the Postal Service is not given
any authority to make any cuts.
Rather, the Postal Service must then
refer to existing 'law which requires
the Board of Governors of the Postal
Service to raise the rates for al non-
profit third class mail to comply with
the cost savings required in the
Budget Reconciliation. However, I
have enough faith in the legislative
process to believe that we will be able
to pass implementing language that
will be fair and just to the nonprofit
mailer and the taxpayer as well as
which will authorize the Postal Serv-
ice to eliminate the abuse and misuse
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of this Federal subsidy in the area of
conimercial mailings,

Mr. METZENBAUM. I thank the
Senator from Alaska for his clarifica-
tion.

Mr. STEVENS. I thank the Senator
from Ohio.
DX coNcMI A]XNDM~Dq No. 1004-CUSTOMxR
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Mr. GORTON. Mr. President, I am
pleased to support the amendment of
my colleague from Arizona. This
amendment will provide for more equi-
table treatment of truckers in my
State who do business in Canada, and
for all truckers in border States. It
gives operators the option of paying a
$5 per-entry-fee, or a $100 annual fee,
rather than requiring the $5 fee.

The trucking industry in my State
faces many hardships, including an
unduly large tax burden and unfair
competition from Canadian truckers.
Those who attempt to do business in
Canada often meet highly restrictive
regulations and long delays at the
border. It would be highly unfair to
add to that burden a $56 fee each time
an operator crosses the border, While
it may be Justifiable to ask them to
share the costs of providing personnel
at the border, we should attempt to do
so in the least burdensome manner
possible. I feel that the amendment of
the Senator from Arizona is a step in
that direction.

Mr. MURKOWSKI. Mr. President, I
rise to day in support of the final pas-
sage of 8. 1730, the Consolidated Om-
nibus Budget Reconciliation Act of
1985.

I want to express my sincere grati-
tude to my distinguished colleagues,
Senator Domrxci and Senator
Cnurzs, the chairman and ranking mi-
nority member of the Committee on
the Budget and their staffs for their
diligent and outstanding work on S.
1730. They have worked long and hard
to bring this reconciliation bill to final
passage by this body. Still the road
ahead throughout the conference with
the House is bound to present yet
more challenges.

Mr. President, as the chairman of
the Committee on Veterans' Affairs, I
am pleased that the final passage of S.
1730, retains title XI as recommended
by the Committee on Veterans' Af-
fairs, without amendment during floor
action on this bill

The Committee on Veterans' Affairs
was required by the reconciliation in-
structions issued pursuant 2(1) of
Senate Concurrent Resolution 32, the
first concurrent resolution on the
budget for fiscal year 1986, to report
legislative changes which would
achieve 3-year savings in both budget
authority and outlays of $1.15 billion.
I am pleased to state that the Commit-
tee on Veterans' Affairs recommended
legislation which would achieve the re-
quired savings and in fact, has recom-
mended legislative changes which if
enacted, would result in budgetary
savings over fiscal years 1986 through
1988 of $1.3 billion in budget authority
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and outlays, which exceeds our recon-
ciliation instructions by $150 million.

I reiterate my belief that the grow-
ing Federal deficit is a major dilemma
facing not only elected officials, but
each and every taxpayer and each and
every American citizen. This year, the
Senate has taken great strides to meet
this national dilemma head on,
through the adoption of the budget
resolution, the balanced budget
amendment, and today, S. 1730, the
reconciliation bill

Mr. President, it is clear that the
Federal deficit is a growing national
problem wch7i will not fix itself.
Thus, I appriate the unyielding ef-
forts of my co~eagues who have val-
iantly fought the battles this year to
not only confront this dilemma, but to
push on to achieve significant legisla-
tive changes to reduce the Federal def-
icit.

I am pleased that our Nation's veter-
ans have contributed s6 significantly
in this overall effort to reduce the def-
icit, What is perhaps the most signifi-
cant, however, is the fact that the pro-
visions recommended in title XI of S.
1730 will achieve savings fairly and eq-
uitably, without eliminating or reduc-
ing ellgibility.nr the delivery of bene-
fits and servicisfurnished by the Vet-
erans' Administration.

Mr. President, I do not intend to dis-
cuss in great detail the provisions of S.
1730 which would affect veterans.
Title XI of the bill and the accompa-
nying report 99-146 state in detail the
legislative changes, an explanation of
the changes, and t 'intent of the
Committee on ans Affairs.
These provisions were recommended
after receiving recommendations and
testimony during a hearing held on
June 20, 1985. The members of the
committee have attempted to address
the concerns expressed by many wit-
nesses during the hearing. I would,
however, like to highlight for my col-
leagues some of the major provisions
contained in title XI of S. 1730.

TrTL Xi CONSISTS or THSIO MAJOR
PROVISIONS

The first provision would revise and
improve eligibility and priorities for
VA health care and would establish an
income eligibility criterion for non-
service-connected disabled veterans
who, because their income level ex-
ceeds a $25,000 threshold, would be re-
quired to contribute a modest amount
to defray the cost of the VA health
care furnished.

,For the first time, the statute would
require the VA to furnish necessary
hospital care and outpatient medical
services to service-connected disabled
veterans for service-connected disabil-
ities, and for the treatment of any dis-
ability of service-connected disabled
veterans who have received a disability
rating of 50 percent of greater. Nurs-
ing home care would be required to be
furnished, Ift necessary, to a veteran
for a service -%e ected disability. This
reaffirms the committee's longstand-
ing commitment that service-connect-

ed disabled veterans should should re-
ceive the highest eligibility and priori-
ty for VA health care.

All other veterans who are currently
eligible for VA health care would con-
tinue to be eligible for health care on
a space-available basis under S. 1730.
This includes special categories of vet-
erans and certain nonservice-connect-
ed disabled veterans whose income
level would require such veterans to
make a copayment for the health care
furnished. Further, veterans age 65 or
greater would be eligible for care in
the same manner as veterans under
age 65. Automatic eligibility based on
age would be eliminated.

Mr. President, I feel that the uni-
form $25,000 income threshold includ-
ed in the bill will be easier to adminis-
ter by the VA than the spend-down
provision originally recommended in
the administration's proposal, and the
multiple income threshold levels in-
cluded in the House provision of HR.
3500. Further, the substantial number
of single veterans seeking VA health,
care will benefit by the $25,000 income
threshold, compared to the lower
threshold of approximatley $19,000 in
the House provision. Determination of
a veteran's income and assets would
parallel the already existing VA pen-
sion program definitions of income
and assets.

Mr. President, although the bill uses
the term "may" instead of "shall"
when referring to the furnishing of
care to the special categories of veter-
ans included in the bill and the non-
service-connected disabled veterans
who are unable to defray the cost of
necessary care, it is intended that
their eligiblity for care would remain
the same as under current law.

The use of the term "shall" in the
bil is intendedto enhance the eligibil-
ity of the specified service-connected
disabled veterans rather then dimin-
ishing the status of all other catego-
ries of veterans eligible for care under
current law. Senator CRANSTON and I
agree that title X of the Congressional
Budget and Impoundment Control Act
of 1974 would continue to require that
care would be provided to these other
categories of veterans who are deter-
mined to need care, if resources had
been appropriated and remain avail-
able.

The second provision would author-
ize prospectively, the United States to
recover and collect from third party
health insurers, the reasonable costs
of health care and services furnished
at the expense of the VA to nonser-
vice-connected disabled veterans who
are covered by health insurance con-
tracts. Specific concerns raised by pri-
vate health insurers regarding cost-
containment measures within the VA
were taken into account in S. 1730.
Flexibility and safeguards in the de-
termination of the "reasonable cost of
care or services" to be recovered were
recommended. Also, S. 1730 recom-
mends limited verification review of
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VA medical records to ensure that
services would be provided according
to the criteria of the health plan
under which reimbursement is sought.

This provision would, for the first
time, achieve parity between the VA
and private health-care providers by
authorizing reimbursement under
health insurance contracts. Such relm-
bursement is presently barred by ex-
clusionary clauses in insurance con-
tracts Recoveries under this provision
are not Intended in any way to reduce
the annual appropriation for the VA
health-care system, and all recoveries
wil be deposited with the U.S. Treas-
ury.

Mr. President, I note that on Octo-
ber 23 during floor debate on S. 1730,
the Senate adopted by voice vote,
amendment No. 861, offered by Sena-
tors KE1wN and WILsoN. This
amendment would authorize the
United States to recover from third
party insurers, the reasonable costs of
medical and dental expenses incurred
by the United States-Department of
Defense-on behalf of military retirees
and dependents. This amendment is
similar to the provision contained in
title XI, thus, final passage of S. 1730
will similarly authorize third party re-
imbursement for health care fur-
nished by both the Department of De-
fense and the Veterans' Administra-
tion.

The third provision would limit the
VA compensation and dependency and
indemnity compensation COLA for
fiscal year 198I to a maximum of 3.7
percent, effective December 1, 1985.
This is based on an updated Congres-
sional Budget Office projection of the
percentage of the Social Security and
the indexed VA pension COLA, effec-
tive December 1, 1985. This provision
reflects the committee's intent that
the VA compensation COLA be con-
sistent with the VA pension COLA,
which is tied by law to the Social Secu-
rity COLA.

Mr. President, of the $1.3 billion ex-
pected savings to be achieved between
fiscal year 1986-88 by title XL of S.
1730, *.96 billion would be achieved
through new revenue anticipated from
the recovery of third party reimburse-
ment and $0.11 bilhon would be
achieved from the COLA limitation
based on the updated cost of living
projections. Thus, the balance of $0.23
billion is expected to result from the
revised VA health care eligibility and
implementation of the means test.

In closing, I want to collectively
thank my staff and the minority staff
who worked so hard through seeming-
ly endless hours to develop the com-
mittee recommendations which have
culminated in title XI of S. 1730.

I individually thank Anthony Prin-
cipi, my staff director of the Commit-
tee on Veterans' Affairs, and Julie
Susman, my deputy staff director. I
also thank Kathleen McTlghe, Cyn-
thia Alpert. Jim Moore, Lisa Moore,
Becky Hucks, Lisa Gilman, Kay Eck-
hardt, Jody Sanders, Judy Boertlein,

and Jim MacRae. I also thank Jon
Steinberg, the minority staff direeber,
Ed Scott, Bill Brew, Babette Polzer,
Nancy Billica, Ingrid Post, and Cha,
lotte Hughes for all their outstanding
work on this bill. My final thanks go
to Michelle Mrdeza of the Budget
Commttee for all her assistance to my
staff throughout the entire process.

Mr. President, I support the final
pasage of S. 1730 and I urge my col-
leagues to vote for its adoption.

TITLZ I C--coMTTe ON VETRAN' AI

Mr. CRANSTON. Mr. President, as
the ranking minority member of the
Committee on Veterans' Affairs, I
would like to explain and discuss the
provisions of title XI of the pending
measure, which pertain to Veterans'
Administration programs, so as to pro-
vide background for my colleagues and
others with an interest in the actions
of our coi~mlttee to satisfy our rdcon-
ciliation instructions in section 2(1) of
the first concurrent resolution on the
budget for fiscal year 1986, Senate
Concurrent Resolution 32.

- SUMMARY OF TITLS XI

Mr. President, title XI is composed
of three parts as follows:

Part A, which revises certain health-
care eligibility criteria and establishes
a requirement for certain nonservlce-
connected disabled veterans to make
modest payments for VA care;

Part B, which provides for recovery
from health insurers of certain reason-
able coast of VA-furnished care and
services for veterans with health in-
surance Oaverage and with no service-
connected disabilities; and

Part C, which limits to a maximum
of 3.7 percent the fiscal year 1986 VA
disability compensation COLA.

More specifically, these three parts
would provide as follows:

PART A

First, would revise VA health-care
ehgibility so as to establish an entitle-
ment for VA-furnished care-hospital,
nursing home, or outpatient care-
either through VA facilities or
through contract or fee-basis arrange-
ments with non-VA facilities for veter-
ans receiving care for their service-
connected disabilities or for veterans
with service-connected disabilities
rated at 50 percent or greater.

Second would maintain the current
law authority to furnish care to other
veterans, except those with incomes
above a specified level, either in VA fa-
cilities or, to a limited extent, through
non-VA facilities at VA expense.

Third, would authorize the VA to
furnish, within otherwise available
space and resource capacity, care to
veterans who have no service-connect-
ed disabilities and whose annual
family incomes exceed $25,000 who
agree to make certain payments-ap-
proximating payments made under
Medicare-in connection with their
care.

This part would also require the Ad-
ministrator to follow certain priorities
for furnishing VA care, with the top

priorities being accorded to veterans
seeking care for their ervice-connect-
ed conditions and other veterans with
seue.conmected disabilities.

The -Congressional Budget Office-
CBO-ethates that'the provisions in
this part would generate net reconcili-
ation savings of $50 million in budget
authority-BA-and $41 million in out-
lays In fiscal year 1#86, $92 million in
BA and $88 million in outlays in fical
year 1987, and $1'1 million in BA and
$95 millio outlays in fiscal year
1988.

PART B

Would authorize the United States
to collect from third-party insurers
the reasonable cost of care provided
by the VA to aon-service-connected
disabled veterans to the extent that
the insurer would be liable to pay for
the care if it had been furnished by a
private facility. The provisions in this
part would have the effect of invali-
dating so-called "exclusionary claumes"
in health insurance contracts, which
currently preclude payment for care
furnished by Federal facilities, and
would make the VA eligible to receive
payment from a third party on the
same basis that a non-VA health-care
facility would be eligible. The VA'r
right to recover would, therefore, gen-
erally be contingent upon the agency's
compliance with the terms and condi-
tions of the law, contract, or other ar-
rangement under which the veteran
would be eligible for payment by the
third party.

CBO estimates that the provisions in
this part would generate net BA and
outlay savings of $203 million in fiscal
year 1986, $364 million in fiscal year
1987, and $403 million in fiscal year
1988.

PART c

Would limit the fiscal year 1986 VA
disability compensation COLA to a
maximum of 3.7 percent-the same
percentage that CBO projected for the
fiscal year 1966 Social Security COLA
at the time our committee marked up
this legislation--as compared to 4.1
percent, as assumed in the baseline.

CBO estimates that the provisions in
this part would produce savings of $34
million in BA and $30 million in out-
lays in fiscal year 1986, $40 million in
both BA and outlays in fiscal year
1987. and $39 million in both BA and
outlays in fiscal year 1988.

For reasons I will describe shortly, it
now appears that the amount of the
compensation COLA will be 3.1 per-
cent. If that is the case, then the
result would be additional savings
below baseline of approximately $51
nmilion in BA and $44 million in out-

lays in fiscal year 1986 and a total of
$176 million in BA and $171 million in
outlays over the 3 fiscal years

BACKGROUWD

At the outset, let me state that I
concur wholeheartedly that there is
an absolutely critical need to restrain
Federal spending so as to make msnor

S 15468



CONGRESSIONAL RECORD - SENATE
reductions in the deficit I did not sup-
port the conference report on the
budget resolution-I voted for an al-
ternative that would have made a
deeper cut in the deficit-but a majori-
ty of my colleagues in both Houses did
support the conference report. Our
committee was thus under a clear
mandate to act. It is essential in un-
derstanding our committee's actions,
to appreciate that if we had not met
our obligations in this regard the
Budget Committee would have done
so. I want to stress that point to my
colleagues and to others with an inter-
est in this legislation.

In light of this background, I did my
best to work in a cooperative fashion
with the chairman and the other
members of our committee, and I be-
lieve that we succeeded in developing
legislation that is about the best way
our committee could satisfy our recon-
ciliation instructions. In fact, the legis-
lation that we have developed would
save $166 million more in budget au-
thority and $147 million more in out-
lays than the required amounts over
the next 3 fiscal years.

But I want to stress that our legisla-
tion would achieve this result without
mandating reductions in Veterans' Ad-
ministration programs. Specifically, in
fiscal year 1986, $226 million in sav-
ings would come from added revenues
to the Federal Government, $203 mil-
lion of which would be from third-
party health insurers and a net of $23
million from small copayments from
nonservice-connected veterans with
annual family incomes over the
$25,000 income eligibility criterion in
connection with their being furnished
VA care. In addition, the Congression-
al Budget Office estimates that sav-
ings of approximately $29 million will
be realized as a result of nonservice-
connected veterans with family in-
comes about the income eligibility cri-
terion choosing alternative sources for
their health care.

The remainder of the savings-$34
million in budget authority and $30
million in outlays-would come from
projecting a cost-of-living adjust-
ment-COLA-in fiscal year 1986 of no
more than 3.7 percent in the rates of
VA disability compensation paid to
service-connected-disabled veterans
and disability and indemnity compen-
sation paid to the survivors of those
who have died from service-connected
causes. That is the same percentage
increase that CBO projected for the
Social Security COLA, both COLA's to
be effective December 1, 1985, at the
time our committee marked up this
legislation, September 27. It has now
been officially determined that the
Social Security COLA will in fact be
3.1 percent which will almost certainly
be the figure our committee will rec-
ommend for the compensation COLA
this year.

Thus, I believe that we have met our
fiscal obligations under the budget res-
olution while continuing with our best
efforts to keep the VA-and partlcu-

larly the VA health-care system-
strong and vital so that It can continue
to meet the needs of those who an-
swered their country's call in its hours
of need.

This is unquestionably the most im-
portant piece of vetetWW' health-care
legislation brought belDFe the Senate
since at least 1973, and I believe there
is a need to touch on a number of as-
pects of it. I will, therefore, now ad-
dress briefly the key elements of the
legislation that is incorporated in title
XI of the pending measure.
PART A: ~ETrfL' 1N AND ,LIGIBIL/TES FOR

HEALTH CARE FROM THE V SRAS' ADMINIS-
TRATION

MODIICATIONS OF CURRLT ELIGIBILmTY
CRrrTEIA

Part A of title XI would modify and
clarify eligibility criteria for VA
health care and would establish an
income eligibility criterion of $25,000,
so that a veteran with no service-con-
nected disability wbw has annual
family income above that amount in
the preceding calendar year would be
required to agree to make a modest
payment to receive VA care.

I stress that this legislation would
not bar from VA care any veteran
presently eligible for VA care; nor
would It make any significant change
to current V4 practice.

What It w"ovulo is modify the eligi-
bility status of to categories of veter-
ans and establish some clear, consist-
ent statutory priorities for VA inpa-
tient, outpatient, and nursing home
care.

First, those veterans to whom we
have always owed the primary obliga-
tion-veterans being treated for their
service-connected disabilities and vet-
erans with service-Connected disabil-
ities rated at 50 percent or more-
would be given an entitlement to VA
care, including both hospital and out-
patient care as well as contract serv-
ices where necessary.

Second, nonservice-connected-dis-
abled veterans age 65 and older who
have family income over $25,000 would
no longer be automatically eligible for
VA care without reference to their
ability to pay for such care. Rather,
they, along with nonservice-connected-
disabled veterans under age 65 with
family incomes over $25,000, would be
able to pay a modest payment to the
VA-in an amount generally compara-
ble to a corresponding deductible or
copayment requirement under Medi-
care-in order to receive VA care. The
eligibility of these veterans with in-
comes above the $25,000 income eligi-
bility criterion would be expressly con-
ditioned on there being available space
and resources at the VA facillty
where they seek care.

In determining a veteran's income
for the purposes of eligibility under
the new income eligibility criterion,
the Administrator would be required
to determine a veteran's annual
income-taking into account family
income-generally using- the same
methods and criteria used to deter-

mine annual income for the purposes
of VA pension eligibility. This income
eligibility determination would be
made upon a veteran's first applica-
tion for care each year and would be
based on the veteran's family income
for the calendar year immediately pre-
ceding the application for care. Such a
determination would then be applica-
ble for the balance of the calendar
year.

As I noted a moment ago, if a veter-
an were eligible for care only by virtue
of agreeing to make a payment to the
VA in connection with the needed
care, the payment required would be
in an amount generally comparable to
a corresponding deductible or copay-
ment requirement under Medicare.
However, the payments required
under the committee recommended
legislation would be substantially less
than payment under Medicare for epi-
sodes of inpatient hospital care
beyond 60 days.

Under our Committee's legislation,
for each period of hospital or nursing
home care up to 60 days within a
single episode of care as defined in the
legislation, a veteran who is provided
such care by virtue of an agreement to
make a payment to the VA would be
required to make a payment equal to
either the amount of the hospital de-
ductible required under Medicare,
which is $492 for 1986, or the actual
cost of the care, whichever is the
lesser. In the case of ambulatory or
outpatient care, such a veteran would
be required to pay an amount equal to
20 percent-the percentage that Medi-
care generally does not pay for such
care-of the average cost of an outpa-
tient visit in a VA facility as deter-
mined by the Administrator.

Under this payment approach, a vet-
eran who has received 60 days of hos-
pital or nursing home care would not
be liable for any more than the actual
cost of care furnished during any sub-
sequent period within the same epi-
sode of care. For example, a veteran
receiving care by virtue of having
agreed to make payment to the VA
who received care in a VA nursing
home for 62 consecutive days would
not have to make a second payment
equal to the Medicare inpatient hospi-
tal deductible for the 61st and 62d day
of care but rather would only make a
payment equal to one such deductible
and the actual cost of the two days of
nursing home care after the 60th day.
The current cost of such a day of care
in a VA nursing home is approximate-
ly $112.

Other examples of how this pay-
ment approach would work are set
forth in the committee's report lan-
guage which is printed at pages 610 to
612 of Senate Report No. 99-146.

PRIORITIES

Part A would add a new section 612C
to title 38, United States Code, to re-
quire the Administrator to establish
statutory priorities for furnishing hos-
pital, domiciliary, and nursing home
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care and medical services, and to pre-
scribe regulations to ensure that care
and services are provided in that prior-
ity order.

Except in cases of a medical emer-
gency, the priorities for hospital
domicilary, and ambulatory or outpa-
tient care would be the following:

First, veterans who require treat-
ment for service-connected disabilities;

Second, veterans with service-con-
nected disabilities rated at 50 percent
or more;

Third, veterans with compensable
service-connected disabilities rated at
less than 50 percent;

Fourth, veterans who, but for the re-
ceipt of military retired pay, would be
entitled to disability compensation;

Fifth, veterans who, but for a sus-
pension in compensation paid for a
disability incurred as a VA patient or
as a participant in a VA vocational re-
habilitation program would be entitled
to disability compensation;

Sixth, veterans who were discharged
from service for a disability incurred
or aggravated during service or with
noncompensable-that is, zero-rated-
service-connected disabilities;

Seventh, veterans who are former
prisoners of war, or Vietnam veterans
exposed to certain toxic substances in
Vietnam or veterans exposed to Ioniz-
ing radiation from nuclear blasts;

Eight, Spanish-American War veter-
ans, Mexican border period veterans,
or World War I veterans, or veterans
receiving VA pension who are perma-
nently housebound or in need of aid
and attendance;

Ninth, other veterans in receipt of
VA pension;

Tenth, other veterans who are
unable to defray the cost of health-
care; and

Eleventh, non-service-connected dis-
abled veterans who have annual
family incomes above $25,000, who are
65 years old, and who are eligible for
hospital and nrsing home care by
virtue of agreeing to make payments
to the VA.

Although unstated, this leaves the
lowest priority category as being those
veterans with o service-connected dis-
abilities who hae annual family in-
comes of over $25000, who are under
65 years old, and who are eligible for
VA care by virtue of agreeing to make
payment to the VA.

With reference to nursing home
care, provialons in part A would re-
quire the Administrator to prescribe
regulations to establish priorities for
nursing home care taking into account
the level of need for such care.

Under these regulations, a veteran
who, because of the nature of his or
her disability, is in need of a level or
type of nursing home care that is not
readily available in a community nurs-
ing home with which the VA contracts
in an appropriate geographic area but
which is available in a VA facility
would receive priority for admission to
a VA-run nursing home ahead of a vet-
eran not in need of such a level of
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care. Veterans in need of a level or
type of nursing home care that is read-
ily available in a contract facility in an
appropriate geographic area would re-
ceive the second basic priority. Within
each of these two overall priority cate-
gories of veterans, the general priority
area, which I Just described, would
apply.

INCOME ELIGIBILITY CRITERION

With reference to the category of
discretionary eligibility for veterans
with annual family incomes over
$25,000, I note, as did our committee
in the report language it provided to
the Budget Committee to accompany
our recommendations which is printed
in Senate Report No. 99-146, begin-
ning on page 556, that our committee
does not intend that beneficiary travel
paymenta-which under present sec-
tion 111 of title 38, United States
Code, are discretionary-be paid in
connect&m with care provided to these
veterans or that generally appliances,
as included in the definition of "medi-
cal services" In current section
601(6XA)(i) of title 38, be provided to
them. The committee also noted its in-
tenthn that the eligibility of this cate-
gory of veterans on a space-and-re-
sources-available basis should not be
taken into account for purposes of
planning, budgeting, or appropriations
for the VA health-care system.

Finally in this regard, our committee
noted that, although a veteran with
annual family income of $25,000 would
generally be eligible for care or serv-
ices only upon the veteran-or some-
one authorized to act for him or her-
agreeing to pay for those services
before they are provided, the VA has
full authority under current section
611(b) to frmnish hospital care or med-
ical services in emergency cases and to
charge appropriately for such care.
and that this emergency authority
would be applicable in the case of a
veteran in this category of eligibility
who is unable to execute such an
agreement prior to the commencement
of care.

Despite these proposed changes in
the eligibility for VA care of veterans
with incomes of $25,000 or more, this
legislation reflects our ongoing con-
cern for the older veteran, Our ap-
proach would include a priority for
care for such a veteran age 65 ahead
of a veteran under age 65.

I believe that the basic approach to
VA health care eligibility in the recon-
ciliation measure achieves a fair bal-
ance and represents appropriate public
policy, in terms of both our national
fiscal realities and our Nation's com-
mitment to provide health care for
those veterans with service-connected
disabilities and to other veterans.

Our approach would fully protect
the priorities for care that Congress
has already established or that the VA
has implemented with congressional
approval, particularly for veterans
with service-connected disabilities and
certain other categories of veterans,
such as former prisoners of war and
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veterans exposed to agent orange in
Vietnam or to radiation from nuclear
blasts

Mr. President, our proposal can per-
haM be best understood in contrast to
the legislation that the administration
first proposed and submitted formally
in late April in connection with the
fiscal year 1986 budget.

That proposal involved a $11,400
income cutoff for a single veteran and
generally provided no opportunity for
such a veteran above that income level
to become eligible for VA care except
by spending for health care major por-
tions of his or her income above the
cutoff line-and then proving such ex-
penditures to the VA each time-I
repeat, each time-VA health care was
sought. That approach would have re-
suited in the VA turning away many
sick veterans who actually would have
been unable to afford the care they
needed and who would be cared for by
the VA under current law.

The effect of that proposal would
have been that each nonservice-con-
hected veteran seeking care on the
basis of being unable to defray the
cbst of care would have been required
to establish income eligibility each
time he or she applied for care. This
would have been both individually de-
meaning and extraordinarily burden-
some for the veteran and administra-
tively costly and difficult for the VA.

Mr. President, I announced this
spring when the administration plan
first surfaced that I categorically re-
jected that kind of administratively
complicated and burdensome and gen-
erally debasing approach, and I am
pleased to say that the legislation rec-
ommended by our committee bears no
resemblance to that adminlstration
proposal.

In this regard, let me stress that the
approach we are proposing must be
viewed against the backdrop of know-
ing that the administration has exist-
ing authority to establish a means test
and that should Congress take no
action the VA would certainly do so in
the totally unacceptable fashion that
the VA has previously proposed.

ELIGIBILTY. OF VETRANS SOT BEING GIVEN
EKTTLEMENl T NOR REQUnMD TO AGnEE TO PAY

Mr. President, I wish to discuss the
eligibility, under part A of this title, of
those veterans who are in neither the
new entitlement category-those vet-
erans being furnished care for their
service-connected conditions or for
veterans with disabilites rated at 50
percent or greater-nor the category
of nonservice-connected disabled vet-
erans with annual family incomes of
more than $25,000 who have to make
some payment to receive VA care.

Mr. President, the veterans who are
in neither of these two eligibility cate-
gories are, listed in the order of their
priority for care under proposed new
section 612C. as follows: Veterans who
have a serv e-onnected diabilty
rated at less than 50 percent; veterans
who, but for the receipt of retired pay,
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would be entitled to disability compen-
satlon; veterans who are entitled to
disability compensation under section
351 of title 38, as a result of suffering
an injury during VA care or while pur-
suing a VA program of vocational re-
habllitation; veterans whose discharge
or release from active duty in the
Armed Forces was for a disability in-
curred or aggravated In the line of
duty; veterans who are former prison-
ers of war; veterans exposed to a toxic
substance in Vietnam or to radiation
from a nuclear'detonation; veterans of
the Spanish-American War, the Mexi-
can Border period, or World War I;
veterans who are in receipt of a VA
pension under chapter 15 of title 38;
and veterans who are unable to defray
the expenses of necessary care-that
is, generally veterans with annual
family incomes of $25,000 or less.

For all groups of veterans In this cat-
egory, eligibility for VA care remains
unchanged; the VA may furnish them
with such care as is determined to be
reasonably necessary. Although the
use of the word "may" in providing
this eligibility might suggest that the
VA has the discretion to elect to fur-
nish care or not to do so, that is not
the case either under current law or
the provisions revised by part A.

Under current law, the Administra-
tor does not have discretion to with-
hold care from 'an eligible veteran in
one of the groups in this category if
the care is found to be reasonably nec-
essary for the veteran's disability and
the VA has the capacity to provide it.
This is because the amount of health
care furnished by the VA is a function
of the level of funds appropriated for
that purpose by the Congress-funds
in the account entitled "medical
care"-and because all such funds,
absent appropriate action under the
Impoundment Control Act of 1974 pre-
cluding their availability, must be
made available to be spent for the fur-
nishing of health care by the VA.

In fiscal year 1985, the Congress ap-
propriated nearly $9 billion for VA
medical care, which was used to oper-
ate a health-care system of 172 hospi-
tals, 116 nursing homes, and 228 out-
patient clinics, which provided inpa-
tient care for approximately 1.3 mil-
lion patients and 18.7 million outpa-
tient visits.

Thus, the eligibility to be provided
to these veterans for VA care under re-
vised sections 610 and 612, together
with their priorities for such care
under proposed new section 612C and
continuation of approximately the
current size of the system and the ap-
propriations levels for it, generally will
ensure that veterans in this category
seeking VA care will continue to be
able to receive such care.

I want to note, Mr. President, that I
have discussed with the distinguished
chairman of our committee [Mr. MUR-
KOWSKII the foregoing analysis of my
relating to VA health-care eligibility
provisions in current law and in the re-
visions made by part A of title XI and
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he has advised me of his agreement
with this analysis.

VARIOUS TZCHNICAL MATTEra
Finally, with reference to part A of

the committee's proposed legislation, I
want to touch briefly on some techni-
cal matters regarding the changes re-
lating to VA health-care eligibility
proposed in this part.

The first point I want to discuss in
this regard relates to a proposed
change in the wording of the title 38
sections setting forth eligibility crite-
ria with respect to hospital care, nurs-.
ing home care, domiciliary care, and
medical services. Those sections cur-
rently provide eligibility for care
within the limits of Veterans' Adminis-
tration facilities, which is defined to
include both the VA's own facilities
and certain other Covnent facili-
ties as well as private-sacilities with
which the VA may contract in the eir-
cumstances specified in current sec-
tion 601(4XC) of title 38.

The legislation proposed by the com-
mittee replaces that phrase with the
phrase "through Veterans' Adminis--
tratlon faclities or through non-Veter-
ans' Admistration facilities to the
extent authlzed in section 603 of
this title" as aire direct reference to
the VA's contrac authority. The use
of the new terminology-and the shift-
ing to a new section 603 of the provi-
sions in current law section 601(4XC)
specifying the circumstances under
which contract care may be fur-
nished-are not Intended to change
the effect of current law but rather to
achieve greater clarity on the face of
the statute regarding t0 extent of eli-
gibility for contract care-often re
ferred to as fee-basis care.

This new drafting formulation is
also intended to make clear-as is the
drafting of section 610(a)(2) relating
to nursing home care, by the use of
the phrase "or as provided in section
620 of this the"--that the extent to
which any feds authority is pro-
vided is determined solely by what is
in section 603, or section 620 as to
nursing home, in conjunction with
other provisions of chapter 17, and
that the administrator's general au-
thority to contract-under current sec-
tion 213 is not available with respect
to any of these chapter 17 health-care
authorities. As was pointed out in the
report language that our committee
submitted to the Budget Committee,
the committee construes the words
"within the limits" used in current law
as providing the same limitation as to
the nonavallability of section 213, but
believes that the new formulation is
more definitive and clearer in this-
regard.

A second technical point that I want
to note regarding the provisions relat-
ing to revisions in VA health-care ellgi-
bility involves the use of the criterion
of reasonably necessary In describing
the care for which entitlement or eligi-
bility is provided.

Whereas current law in some of the
provisions relating to eligibility uses
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variously worded criteria throughout
chapter 17-such as needed care, care
that the veteran is in need of or neces-
sary or appropriate care-the commit-
tee's proposed revisions use the crite-
rion reasonably necessary on a uni-
form basis. The committee's use of the
consistent terminology for this pur-
pose is not intended to change the sub-
stance of current law in this respect.
PART S: RzCOVKRY or THZ COST OF CERTAIN

HIIALTH CARE AND SERVICES FURNISHED BY
THE VETBANS' ADMIISTRATION

Turning to part B of the legislation
in title XI-the section which would
provide for the VA to recover from
third-party health insurers for the
cost of care provided to insured non-
service-connected veterans-my posi-
tion on such legislation has been clear
for many years, dating back to 1979. I
believe that such legislation does not
make any sense from the standpoint
of sound public policy.

It is clear beyond any question that
the enactment of this legislation
would not reduce the overall cost of
VA health care; in fact, the opposite is
true because this legislation would
have an inflationary impact. This is so
both because each unit of health care
provided by the VA for which third-
party recovery is sought would now
have two additional administrative
components attached-each paid for
by taxpayers ultimately. The third
parties' costs of processing and re-
sponding to the claims would be
passed on to those who pay health in-
surance premiums as well as taxes.

It is also clear to me that the legisla-
tion constitutes a totally unwarranted
Federal Government intrusion into
private contractual relationships by
rewriting some of the most basic terms
and conditions of marketplace com-
mercial insurance agreements.

In this regard, I want to read ex-
cerpts from a letter written by Ber-
nard Tresnowski, the president of the
Blue Cross and Blue Shield Associa-
tion, in response to a recent Washing-
ton Post editorial. This letter is about
as succinct an analysis as I've ever
seen of the problems with VA third-
party reimbursement legislation:

The editorial failed to mention two funda-
mental reasons why this proposal is bad
public policy.

First, the proposal violates the principle
of insurance. The purpose of insurance is to
protect an individual against a financial
loss. Consequently, virtually all health in-
surance contracts provide no benefits for
care for which the insured has no obligation
to pay. If the proposal were enacted, the
care VA facilities provide to veterans would
still be farnished to them without charge,
thus these individuals suffer no loss.

Second. the proposed method of shifting
heretofore public responsibilities to the pri-
vate sector would not permit insurers and
employers to control the resulting new costs
as they do when services are furnished by
private health care facilities and practition-

Employers and insurers are encouraging
enrollment in preferred provider organiza-
tions. HMO's, and other alternative delivery
systems. Many of these approaches rely on
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the use of cost-sharing to persuade patients
to seek-care in the most cost-effective set-
ting. Furthermore, cost-sharing provides in-
centlves for patlents to participate in ambu-
XatoW surgery, second surgical opinion, and
preadmission review programs and can be
an effective way to discourage unnecessary
use of health care services. For providers of
care, the dynamics of the health care mar-
ketplace, supported by the terms of the con-
tractual arrangements with payers, provide
the necessary Incentives for participation in
cost containment programs. Those who ad-
minister health benefits have learned from
experience that both the patient and the
provider of care must have incentives to
control costs. A mandate for payment for
care in VA facilities, where these incentives
would not apply, would totally negate effec-
tive private sector efforts to contain health
care costs.

I * * This proposal would neither im-
prove the efficiency of the VA system nor
the quality of care received by veterans. In
fact, because of the incrased administrative
costs that would be incurred both by the VA
and the private sector, the proposal would
actually increase the total costs of providing
care to veterans.

Mr. President, the point that Mr.
Tresnowskl has made, and that I be-
lieve is so well founded, that this legis-
lation violates fundamental principles
of insurance, could not be made more
clear than by reading the provision in
the legislation-section 629(a)(3XA) of
title 38, United States Code, as it
would be revised by section 1111 of the
pending measure-to permit the VA to
collect under an insurance contract
even where the policy is expressly con-
tingent on the insured having satisfied
a deductible or paid a copayment and
the insured veteran has not satisfied
those requirements. Plainly and
simply, this provision proposes to re-
write insurance contracts to give the
VA a right to collect in situations in
which other health care entities could
not. Equally as clearly, without this
provision, this third-party reimburse-
ment legislation would not work at all

What has become irresistible about
this legislation is the savings estimate
it yields and the opportunity to point
a finger at someone else, the health in-
surance companies, and say that they
are not bearing their fair share of
costs. On this latter score, let me reit-
erate what I have said since 1979-no
one has been able to delmonstrate that
insurance companies have had any
windfall from the exclusionary
clauses. Rather, these clauses reflect
standard, sound insurance theory and
practice.

However, our committee was faced
with very significant reconciliation in-
structions, and being credited by the
Congressional Budget Office for recov-
ering $960 million over 3 years-a
hopelessly optimistic projection, I
might add-through the enactment of
such legislation made this an option
the committee simply could not
refuse.

In view of the inevitability of the
committee's approval of some kind of
legislation in this area, I did my best
to attempt to help craft it in such a
way as to make it as workable and as

fair as possible. In this effort, I con-
sulted closely with representatives of
various third-party insurers and
others with an interest in the legisla-
tion.

I would like to highlight two very
significant points that are appropriate-
ly addressed in part B.

First, the language providing for the
right of recovery of the cost of care to
the extent that the veteran or a non-
Federal provider would be eligible to
receive payment generally leaves the
Federal Government's right to recover
contingent upon compliance with the
terms and conditions of the law, con-
tract, or other arrangement under
which tbhveteran would be eligible
for pa rt by the third party. Only
where fe proposed legislation specifi-
cally- overrides such terms or condi-
tions-the provision in the legislation
nullifying preclusions of liability for
VA care and the provision I have just
cited providing for recovery despite a
deductible or copayment not being
met-would such requirements be
avoided. Thus, contract requirements
conditioning the third-party's liabil-
ity-such as for prehospitalization
screening, second opinions prior to
surgery, or other specified utilization
review procedures-would apply. Like-
wise, provisions imposing general limi-
tations on the third party's liability-
such as contract clauses placing specif-
ic dollar limits on payments for cer-
tain procedures, limiting a carrier's li-
ability to a percentage of certain
charg'e or, as in the case of health
maintenance organizations, limiting
coverage to care provided in specific
facilities--would apply. Our committee
report language-as printed on pages
577 and 578 and pages 627 and 628 of
Senate Report No. 99-146-makes
these points clearly.

Second, VA health care appropria-
tions are not to be reduced in anticipa-
tion of collections. Rather, revenues
received will be remitted directly to
the Treasury to reduce the deficit.
Without this provision, which was not
contained in prior administration's leg-
islative proposals, I could and would
never agree to this legislation since de-
posit of the collected revenues in the
VA medical care account would lead to
reductions in that appropriation being
made up front based on anticipated
revenues. The effect of this approach
would be to hold the system hostage
for a result It could in no way ensure-
that insurers would agree to these
payments and that the payments
would be forthcoming at certain levels
fairly readily and expeditiously.
Indeed, there is significant question in
my mind as to whether any apprecia-
ble revenue will be produced by the
provisions in part B for several years
after enactment, if that early.

PART C: LIMIrATION ON VA COMPRNSATION
COST-OF-LMVIN ADJUSTMENT LZGILATION

Mr. President, part C of the legisla-
tion recommended by the Veterans'
Affairs Committee would limit any
fiscal year 1986 increase in rates for

disability compensation, additional
compensation for dependents, the
clothing allowance paid to certain
service-connected disabled veterans,
dependency and indemnity compensa-
tion-DIC-paid to certain surviving
spouses and children of deceased vet-
erans or servicemembers, and supple-
mental DIC paid to the surviving chil-
dren of certain deceased veterans. This
provision would require that none of
the rates be increased during fiscal
year 1986 by more than 3.7 percent-
the same percentage that CBO pro-
jected for the fiscal year 1986 Social
Security COLA at the time our com-
mittee marked up this legislation--as
compared to- 4.1 percent, the rate as-
sumed in the baseline which is reflect-
ed in the first concurrent resolution
on the budget for fiscal year 1986. As I
noted earlier it has now been officially
determined that the Social Security
COLA will in fact be 3.1 percent.

cONcLUsION

As I noted at the outset of my re-
marks, I believe that we have succeed-
ed in developing legislation that is the
best way our committee could satisfy
our reconciliation instructions It is
important to note that our legislation
would achieve this result without man-
dating reductions in VA programs.
Thus, I believe that we can take credit
for meeting our obligations in light of
the Nation's fiscal situation while con-
tinuing with our best efforts to enable
the VA-and particularly the VA
health-care system-to continue in its
tradition of meeting the needs of our-
Nation's sick and disabled veterans.

TITLE VIII-POSTAL asRVICa

Mr. ABDNOR. Mr. President, I
would like to inquire of the Senator
from Alaska concerning the study the
Postal Rate Commission [PRC] would
conduct pursuant to section 804(b).

Mr. STEVENS. Mr. President, I
would be most pleased to respond to
the Senator from South Dakota.

Mr. ABDNOR. My inquiry concerns
the meaning of paragraph (2) and sec-
tion 804(b) which states:

In preparing the report required by para-
graph (1), the Commission shall invite and
consider the views of all interested parties

Does the Senator from Alaska con-
strue paragraph (2) to include public
hearings as part of the mandate to the
Commission?

Mr. STEVENS. The clear intent is
that the Commission will hold public
hearings on the record as part of its
responsibilities contained in paragraph
(2).

Mr. ABDNOR. I thank the Senator
for this clarification. I think hearings
before the Commission are important
in order to comply with the directive
set forth in paragraph (2).

If the Commission were to hold
hearings only in Washington, howev-
er, it would preclude small- and
medium-sized nonprofit organiza-
tions-even large organizations-from
the great State of South Dakota from
testifying.
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Given the purpose of this study and

the potential impact that the PRC's
recommendations may have on non-
profit organizations, I would like to in-
quire further of the Senator whether
he envisions that the Commission
would also hold several regional hear-
ings as part of its responsibilities
under paragraph (2)?

Mr. STEVENS. It is not the intent
of this Senator that the public hearing
record should be limited to only those
interested parties that are located in
the Greater Metropolitan Washington
area or that can afford to travel to
Washington.

Since this hearing record will serve
as the basis to make recommendations
to deny the nonprofit mailing privilege
to certain types of third-class mail, let
the record be absolutely clear. We
intend that the Commission afford an
opportunity for as many interested
parties as possible throughout the
country to testify in person.

We do not want a hearing record
that consists only of nonprofit and
commercial mailers that can afford to
testify in Washington. Furthermore,
we have been assured, informally, by
the Postal Rate Commission that not
only woul4 field hearings be held but

even those who cannot testify in
person can write the Rate Commission
and have their comments considered.

Mr. ABDNOR. I thank the Senator
from Alaska for the benefit of his
views on this important question. Non-
profit organizations feel that they
have a great deal at stake in this
study. The Senator's clarification
should reassure them that their views
will be heard. They will have their day
in court.

Mr. STEVENS. I thank the Senator
from South Dakota.

NOTICE

Incomplete record of Senate proceedings. Except for the following matter Senate proceedings for
today will be continued in Part II.

ORDERS FOR MONDAY,
NOVEMBER 18, 1985

Mr. DOLE. Mr. President, I ask
unanimous consent that when the
Senate convenes at 11 am. on
Monday, November 18, 1985, the read-
ing of the Journal be dispensed with;
that no resolutions come over under
the rule; that the call of the calendar
be dispensed with; and, following the
recognition of the two leaders under
the standing order, there be a special
order in favor of the Senator from
Wisconsin [Mr. PRoxYnn] for not to
exceed 15 minutes, to be followed by a
period for the transaction of routine
morning business, not to extend
beyond the hour of 12 noon, with Sen-
ators permitted to speak therein for
not more than 5 minutes each; provid-
ed further, that morning hour be
deemed to have expired.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. BYRD. Would the distinguished
majority leader at this time reserve 15
minutes for Mr. RocnnLLn. on Tues-
day morning and 15 minutes for me
which I will yield to Mr. RocKnuLt.
on Tuesday morning?

Mr. DOLE. Yes. I add that request.
The' PRESIDING OFFICER. With-

out objection, it is so ordered.

PROGRAM
Mr. DOLE. Mr. President, as previ-

ously agreed, the Senate will convene
at 11 am., following adjournment, op
Monday, November 18. The two lead-
ers under the standing order will have
10 minutes each. There will be a spe-
cial order in favor of the Senator from
Wisconsin [Mr. PRoxMmRE] for not to
exceed 15 minutes, followed by routine
morning business not to extend
beyond 12 noon. The Senate will

resume consideratoriof S. 1714, the
farm bill, in the afternoon -

I will indicate to my colleagues I
expect considerable debate on that bill
on Monday. I would guess that votes,
if there are any, will occur sometime
after 3 p.m: I cannot assure Members
there will be Tho votes, but I will say at
the outset there may be one or two
votes on Monday but they will not
come early because I know a number
of Senators have yet to make opening
statements on the legislation.

ADJOURNMENT UNTIL MONDAY,
NOVEMBER 18, 1985

Mr. DOLE. Mr. resident, I move
the Senate stand in adjournment until
11 amn on Monday, November 18,
1985.

The motion was agreed to; and, at
10:27 p.m, the Senate adjourned until
Monday, November 18, 1985, at 11 am.

NOMINATIONS
Executive nominations received by

the Senate November 14, 1985:
DEPARTMENT OF DkuNsr

Russell A. Rourke, of Maryland, to be Sec-
retary of the Air Force, vice Verne Orr.

THE JUDICIARY
Duross Fitzpatrick, of Georgia, to be US.

district judge for the middle district of
Georgia, vice a new position created by
Public Law 98-353, approved July 10, 1984.

DEPARTMaNT or THE INTERIOR
C. Dale Duvall, of Washington, to be Com-

missioner of Reclamation, vice Robert N.
Broadbent.

DIPARTTmNT or ENERGY
John C. Layton, of Virginia, to be Inspec-

tor General of the Department of Energy,
vice James R. Richards.

David M.L Lindahl of Virginia, to be Di-
rector of the Office of Alcohol Fuels, vice
James 0. St resigned.

CONFIRMATIONS
Executive nominations confirmed by

the Senate November 14, 1985:
NATIONAL CONsumE CoOPoRATnrV BANK
Robert L. Thompson, an Assistant Secre-

tary of Agriculture, to be a Member of the
Board of Directors of the National Con-
sumer Cooperative Bank for a term of 3
years.

DEPARTMeNT OF LABOR
Dennis Miles Kass, of New York, to be an

Assistant Secretary of Labor.
DEPARTmErr or STATE

Roger Kirk, of the District of Columbia, a
career member of the Senior Foreign Serv-
ice, class of Career Minister, to be Ambassa-
dor Extraordinary and Plenipotentiary of
the United States of America to the Social--
ist Republic of Romania.

Joseph Verner Reed, of Connecticut, to be
the representative of the United States of
America on the Economic and Social Coun-
cil of the United Nations, with the rank of
Ambassador.

Robert L. Barry, of New Hampshire, a
career member of the Senior Foreign Serv-
ice, class of Career Minister, for the rank of
Ambassador during the tenure of his service
as U.S. representative to the Conference on
Confidence and Security Building Measures
and Disarmament in Europe.

The following-named career member of
the Senior Foreign Service, class of Career
Minister, for the personal rank of Career
Ambassador In recognition of especially dis-
tinguished service over a sustained period:

Richard W. Murphy, of Maryland.
THa JUDICIARY

Carolyn Miller Parr, of Maryland, to be a
Judge of the U.S. Tax Court for a term ex-
piring 15 years after she takes office.

B. John Williams, Jr., of Virginia, to be a
judge of the U.S. Tax Court for a term ex-
piring 15 years after he takes office.

DEPARTn NT r THOF TREASURY
George D. Gould, of New York, to be

Under Secretary of the Treasury.
The above nominations were approved

subject to the nominees' commitment to re-
spond to requests to appear and testify
before any duly constituted committee of
the Senate.
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TASK rocr Or LOS-Tam CAR"

* Mr. WILSON. I rise to commend the
committee's tremendous efforts in
placing before the Senate a reconcilia-
tion package making difficult but nec-
essary choices. However, contained

, within the House package is a propos
al which lays the foundation for suc-
cessful cost containment through
planning and discussion with benefici-
aries, the Federal Government, and
the private sector. This concept ought
not to be overlooked by my colleagles
during conference. I refer here to the
establishment of a task force on Iong
term care health policies. The primary
charge to the task force is to develop
guidelines for long-term health care
policies. Such guidelines are to be de-
signed to achieve four goals. First, to
assure responsible marketing practces
and agent sales; second, to assure the
dissemination of adequate information
to allow informed consumer choie
and to reduce the purchase of dupllea-
tive coverage; third, to assure a resson-
able relationship between premiums
charged and benefits provided; and
fourth, to promote the development
and availability of policies that meet
the guidelines developed by the task
force.

It is increasingly apparent that sig-
nificant programmatic and financing
changes in the post-acute-care system
are developing in isolation from, and
at cross purposes to, one another. The
development of a task force defigned
to bring together the major players in
this system; namely, the insurance In-
dustry, long-term care providers, and
beneficiaries and consumers, is an idea
which is timely, given the remarkable
changes in the aging pattern of this
Nation.

Only a small part of the cost of long
term care for the elderly is paid for by

private I3r other pooled
risk private nn'ms. Over half is
paid by Oovanlentgram to
all the ret must be by individual
and famtti from their income and
savolna What Is tragic is the "spend-
dowh' 8enomenon. where, to be eligi-
ble fat egnment progrms that
pay for j g care beyond the initial
hundred l mnder Medicare, ndvid-
uals must I_ used all their assets.
To avoid this drain upon spouses and
families, I believe that the elderly
should have the option of planning for
the possibility of long-term disability.
To create these ptions, there must be
a focus upon this Me, as we find in
the long-term ca r~jmrce.

Mr. PACKWO thk my oa-
league for his expression of support
for the task .orce proposal contained
in the Hose reconciliation peekase. I
share yor onmn and I will keep it
In mind -Jn~ we meet to consider this
matter hiaf e zoe with the Housea
RECONCLIALTiORMEYS' FEES PROYZSORS

Mr. BAUCUJ. Mr. President, section
799 of our reconciliation bill extends
and reforms the attorneys' fees provi-
sions of Tax Code section 7430. I
would like to explain the Importanoe
of this provision which Senator
GtAsSLxE and I oWed as an amend-
ment during the Fice Committee's
reconciliation marktir

BACKGROUND

Before 1980, the so-called American
rule reented small businesses and
other taxpayers from recoverleg their
litigation osts, even if they prevailed
against th&lw overnment and the Gov-
ernment's pckimn had been unreadon-
able.

In 1980, Congress responded to this
unfair situation by enacting the Equal
Access to Justice Act, which provides
that parties prevailing in certain oivl
litigation against the Oovernment can
recover their attorneys' fees and other
litigation expenses, unless the Govern-
ment demonstrates that its position
was "substantially Justified." However,

EAJA did noet ep to the Tax Court,
where about 8Vw(pent of civil tax liti-
gation occurs.

In the 97th Congress, Congress re-
sponded by enacting an amendment,
to the Tax Equity and Fiscal Respon-
sibility Act, which added an attorneys'
fees provision as Tax Code section
7430. Briefly stated, section 7430 per-
mits a prevaWlg taxpayer to recover
up to $25,000 &ttJLorneys' fees and
other litigation exjpeaes from the I8S
if the taxpayer de!amtrates that the
IRE's position was unreasonable.

In its 26 months of operation up to
April 15, 1985, 20 awards have been
made under section 740, with an aver-
age award of $#,37. The total outlay
was $140,000.

Both the BAJA and section 7430
were scheduled to expire at the end of
this year. In the last Congress, the
Senate passed legislation reauthoriz-
ing and improving both. The House,
however, balked at the section 7430
provisions. Eventually they were delet-
ed, and a simple EAJA bill was sent to
President Reagan. who vetoed it over a
relatively technical issue. This year,
that issue was quickly worked out, and
in July another EAJA bill was passed
and signed into law. The section 7430
provisions, however, are still set to
expire.

CYRaAT aiNowTI

On July -29, 1 introduced the Small
Business Tax Ssnpllfication and Tax-
payer Protection Act, along with Sena-
tors GRAssYa, BmeTszN, Bonr,
Pvo:, ARMSTROo, and MrrcnmL.
Section 4 of this bil would reauthorize
section 7430 and make it permanent. It
also would make several changes In
the law, to conform section 7430 more
closely to the EAJA.

During the Finance Committee's rec-
onciliation markup, Senator GRASLYr
and I offered the S. 1513 attorneys'
fees provision as an amendment. It
was adopted by voice vote, and com-

VoL 131
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prises section 799 of the reconciliation
bill.

MODIFICATIONS

Our provision modifies section 7430
several ways. The first modification.
relates to the standard of proof. The
EAJA allows prevailing parties to re-
cover attorneys' fees is they can show
that the Government's position was
"unjustified." Current section 7430, in
contrast, allows prevailing taxpayers
to recover if they can show that the
Government's position was unreason-
able.

I'm not enough of a semanticist-or
metaphysician-to understand wheth-
er there really is a difference between
these two standards. But some courts
have concluded that the tax case
standard is slightly lower and hence
favors the Government more. I see no
practical reason for subjecting the
IRS to a lower standard of conduct
than all other agencies. And having
different standards promotes uncer-
tainty and confusion. Therefore, our
amendment conforms tax cases to
other cases, by applying the substan-
tially justified standard. An identical
provision passed the Senate last year.

The second modification relates to
the burden of proof. In tax cases, the
taxpayer betrs the burden of proof on
the merits. Under section 7430, a tax-
payer who substantially prevails also
bears the burden of proof recovering
attorneys' fees. In contrast, in ordi-
nary fee proceedings, the Government
bears the burden of proof-of proving
that its conduct was substantially jus-
tified. Our amendment would con-
form tax cases to all other cases. The
taxpayer still would bear the burden
of proof on the merits. But, in the fee
portion of the case, the burden would
shift to the Government-to prove
that its action was substantially justi-
fied. This modification, which is iden-
tical to a provision that passed the
Senate last year, does not alter the or-
dinary rule that the taxpayer bears
the burden of proof in the case on the
merits. Rather, it Just treats fee dis-
putes in tax cases like fee disputes in
all other cases. The Government-
which has access to the information
justifying its action-bears the initial
burden.

The third modification relates to the
definition of the "position of the
:United States" subject to scrutiny in a
fee case. Current section 7430 defines
this as the position taken by the IRS
,"in the civil proceedings" themselves.
Courts are split over whether this per-
mits an inquiry into the action that
Initiated the dispute-for example, the
issuance and administrative litigation
of a deficiency notice. In the cases
that have held that the definition does
not permit such an inquiry, it has led
to an unjust-/esult. For example, one
court has refused to consider awarding
attorneys' fees incurred during admin-
istrative proceedings because the Gov-
ernment reversed its position and con-
sented to a Judgment for the taxpayer
1 day before answering the complaint.

November 14, 1985
The court said that "although this when legislation reauthorizing the EAJA
court is sympathetic with plaintiff's has been implemented. Congress has -an
concern that the Government should- Ideal opportunity to approach TEFRA with
be required to set reasonably both in a vlew toward equalizing Its applicablestandards tO that of the EAJA. It stands tolitigation and in its administrative pro- reaso that a litigant in a tax case should
ceedings, to consider the Govern- not have a more difficult burden upon him
-ment's administrative position in de- to quality for costs and fees against the gov-
termining whether to award fees and ernment, or to be limited in the amount of
costs * * * would be clearly contrary to cost or fee awards, than any other party in
the specific wording of section 7430." a civil action against the federal govern-
And another court has held mhet fees ment. It is incumbent upon Congress to de-
could not be awarded because Me IRS termine what threshold qualifications areconsented to judgment ford be faxpay- necessary for a party to be eligible for a feeconsented to judgment for award from the federal government. Upon
er shortly after litigation began,: even such a determination, it is incumbent upon
though "clearly, the position. of the Congress to see that those threshold qualifi-
IRS in the underlying case was unrea- cations are applied uniformly to all parties
sonable." * in a civil law suit in which the United States

The same dispute arose over identi-' is a party.
cal language in the old version of the Mr. President, section 799 of our reconcili-
EAJA. We cleared it up in the version atlon bill does precisely this. It acknowl-
we just passed, by providing that the edges the unique character of tax litigation
inquiry does apply to the preliti gatng by maintaining separate procedural provi-

sions, but applies the same basic legal stand-position. We ould do the same for ards to tax as to other cases. That way, it
tax cases.' accomplish this, our simplifies our law and improves the ability
amendmne expands section 7430 to of small businesses and other taxpayers to
permit the court to consider not only protect their rights.
the positton the Government took in I urge my colleagues to support this provi-
the civil litigation itself, but also the sion. And I urge the Senate's reconciliation
agency action or failure to act Ah conferees to insist that the provision be In-
led to the litigation. This conforms to cuded in the conference report.
the new EAJA standard, and is similar Mr SASSER. Mr. President, the
to a provision the Senate passed last

ciliation Act of 1985 is the result of
The fourth modification relates to some of the most intense negotiations

the award cap. Neither the old nor the in which I have been a participant
new version of EAJA contained a cap. since becoming a Member of the
The current version of section 7430 Senate. In voting for its passage, I
does. Our amendment replaces the want to make special note of one of its
current $25,004;,ap with a system like provisions. It relates to the Urban De-
the EAJA systb, which instead limits velopment Action Grant Program, a
hourly atto rri and experts tates. program with a proven track record

All told, oufCSendment is estimated and-with the passage of S. 1730-a
to cost about $2 million a year. To put promising future. A tremendous
this eswtnate in context, the existing amount of time and effort has gone
version of section 7430 was estimated into assuring that future. I want to
to cost about $5 million a. year, and ac- commend my colleagues' attention to
tually has cost a total of $140,000 over the developments leading up to the in-
26 months. clusion of the UDAG Program in this

THE TREASURY ARGUMEL bill.When the UDAG Program was cre-
Mr. President, the Treasury has re- ated, its mission was twofold: to pro-

peatedly argued against the modifica- vide a chance for distressed urban
tions our amendment m odifications overlook communities to stem the tide of decay,
sing that s tmodifications overlook and to do it with a unique public-pri-

distinctionvi eatween tax crases and vate partnership approach. UDAG's
other civil oses and will increas e the purpose was restated in legislation in
Tax Court 40tlklog. The best response 1981 w
to these figments comes from lawprof thessor uise l In thcomes from laweek's To assist cities and counties which are ex-
professo~r 'bise HIill In this week's p-eriencing severe economic distress to help
edition ! ~Tax Notes, Professor Hill stimulate economic development activity
explains the background of the EAJA needed to aid in economic recovery.
and ro ection 430 provisions and the A UDAG project was visualized as a

proposed moheicanaiyzs oseo anr- sort of seed crystal around which~74 ~. Then she 8al~ other new development would grow. A
'uiments, concluding that; UDAG project, with its combined com-
If It is felt that the tax case situation in mitments from the public and private

unique and distinctive enough from a proce- a eenewed
dural perspective to warrant separate legis-
lation, then separate legislation is appropri- commitment to a city in economic
ate. Clearly..TEFRA's provisions regarding trouble.- The renewed commitment
exhaustion of administrative remedies, de- would come from its own citizens, its
claratory Judgments, and the amount of the own businesses, its own State and local
tax liabillty in controversy are tailored well governments. The Federal role, the
to the tax case situation. However, what role of UDAG, would be to set the
does nof appear to be appropriate is lacing process in motion, to provide the kina
that separate legislation with standards
that are m stringent than those which of targeted structure that would
apply to civh litigation in general. insure success.

With the rieconsideratlon of cost and fee- And UDAG has been successful. For
awards in TEFRA coming close in time to the past several fiscal years, it was
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funded at an annual level of $440 mil-
lion. The program generated an aver-
age of 50,000 new- permanent *bs for
each arinual appropriation f $440 w1-
lion. At that level of funding, UDAQ
also created an average 100,000 con-
struction Jobs, stimulating $2 billion in
private investment and $40 million in
local tax revenue. UDAG projects le-
verage, on the average, nearly $6 of
private capital for every UDAG dollar.
It has made the make-or-break differ-
ence for cities and neighborhoods all
across this country. It should be al-
lowed to continue this vital function.

If the UDAG Program is so produc-
tive, then, what was the preblem? The
problem, frankly, was its own saccess.
UDAG was making such.an important
contribution to these distressed cities
and counties that soon the applica-
tions exceeded the program's ability to
fund all the eligible projects.

And this is an important point, Mr.
President. I said there were inad-
equate funds to grant awards to all the
eligible projects. A city cannot even
apply unless its economic profile idl-
cates a significant degree of economic
trouble. So not just any city can apply.
There has to be a demonstrated need

And not just any project is eligible
for funding. Projects have to meet
productivity standards. So UDAG is
not just a pot of Federal money wt-
Ing for cities to ask for it. There are
lengthy; rigorous requirements to be
met before a UDAG project is funda-
ble.

Having said that, I will repeat that
the UDAG Program did not have suf-
ficient funds for all eligible projects.
That is a limited group, indeed.

HUD tried to allocate what funds
were available in a way that was fair
and that did not compromise the pro-
gram's intent. They failed. In trying to
target too heavily to some of the crite-
ria of economic distress, they lost the
partnership concept. There were a
great many excellent projects that
went unfunded, and a great many mar-
ginal projects that received grants. So
much emphasis was put on certain -s-
pects of a city's economic profile that
the quality and productivity of the
projects sank in importance. Less and
less effort was required by the private
sector. The importance of job creation
was rapidly decreasing. Further dete-
rioration of the productivity focus of
the program threatened to reduce its
overall effectiveness.

Those of us who wanted to restore
UDAG's original mission, to rejuve-
nate its promise as a truly action-ori-
ented program as its name implies,
began the long process of negotiation
We wanted to preserve the careful tar-
geting to distressed communities,
while restoring the importance of each
project's productive potential. Those
whose main priority is targeting to
communities with the most severe dis-
tress also recognized that .a UDAG
Program with a low efflciedcy rating
would be vulnerable to a quick demoie.
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Thus, the long process of negotia-

tion began. And we have been success-
ful. The bill would devote one-third of
avslslake & fJ a competition based
.solely on p aioif ors. Applications
in this so-C ld Project Pot would be
ranked in order of. ti~ a laetive ca-
pacity of the project, i vmuch pri-
vate capital would be leveragedinela-
tion to UDAG expenditures, bow
many jobs would be created or main-
tained, and so on. It is important to
note again at this point that no city s
country is eligible to apply unless
threshold levels of economic distbs
have been met.

The remaining two-thirds of avail-
able funds would belotmed basically
as they are now, with t-w*ngs ordered
according to a blenrmd economic and
project criteria. Minor changes have
been made in the impaction and dis-
treas criteria in order to target the
program more accurately toward dis-
tressed areas.

Mr. Presuist, this is no hastily eon-
sidered qui4$ .L The UDAG section
of the bill ma the culmination of
nearly 2 years of effort, the last aever-
al months of which have been devoted
to a legislative compromise. The
UDAG formula has been the subject
of intense bipartisan negotiation and
regional compromise. Those of us on
the Banking Committee who support
UDAG have fouo remedies for the
problems that th ed its survival.

Senator RIEGL, ] s ng member
·of the subcommi'~ 0-rf Jurisdiction,
has devoted a greadeal of time and
energy to this effort. L personally, ap-
preciate the skill and dedication he
has ahown in finding a way to preserve
the U.GO Program. He has done so in
a manner that has won the support of
a majority the committee. Senators
CRANSTON, ANES, D'A1ATO, and
HENrz have _ made major contribu-
tions to this process, making it possi-
ble to preserve the program by restor-
ing its original misskm

Support for this sproach extends
beyond the Ban Committee as
well. The propose age to the
UDAG formula in * amendment is
the same as the chWe recommended
in S. 1133. The bill was introduced on
May 14 and has 17 cosponsors. I would
urge my colleagues to note the geo-
graphical distribution of these cospon-
sors: I'AMATo, SAssMR, O(aRAS.,
HEINZ, ODD, THuORmOND, DuRN-
BKRGER, H NJS, SPXCTER, SENI6,
SARBANES, LENI, GORa, METZENBAU
HARnrN, BoscwrrIT and CHaEs.

You might almost say that the
precedent for this agreement was the
treaty at Appomattox.

And on this more recent occasion, we
were joined by our brethren from the
West. I want to say a word here about
one of my colleagues from the other
side of the aisle, from the other side of
the count47. penator OGRSSLxy has de-
voted a t , amount of his
time an d to bringing about
needed changes in the UDAG formula.
It has-been a pleasure to work Ah
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the Senator fi om Iowa on this matter,
and I want to express my appreciation
and commendation to him for his con-
tribution to the painstaking process of
negotiating this compromise.

The compromise approach recom-
mended in the bill has been endorsed
by the National League of ftkes, the
US. Conference of Mayors, the Na-
lhoial Association of Counties, and the
National Association of Housing and
Redevelopment Officials. As repre-
sertatives of the communities served
by UDAG, they have joined with us in
seeking solutions to the problem at
hand. Their support for the result is
most welcome and appreciated.

WMr. President, I believe these
changes will result in a revitalized
UDAG Program, one that meets Its
goal of stemming the tide of decay
that has plagued so many communi-
ties in this country, and that does so
in a productive and effective way.

BLACK LO TRUST FUmND

Mr. BYRD. Mr. President, I wish to
express my opposition to the provi-
sions included in this bill to terminate
the borrowing authority of the Black
Lung Trust Fund on September 30,
1986.

As was pointed out by Secretary of
Labor Brock in his letter of September
19, 1985, to the chairman of the
Senate Finance Committee, this provi-
sion would result in there being insuf-
ficient funds to pay benefits to per-
sons legally entitled to them under the
law, on the other hand, the Congress
would respond to this prospective
denial of benefits by appropriating
funds from general revenues to cover
the shortfall In doing this, we are
shifting the finaneial responsibility for
the program from the coal industry to
the general public. I am sure that this
was not the intention of the commit-
tee in adopting this provision.

Let me also point out, that there is
same misconception about this bene-
fits program. Because of the growth in
the number of claims and approvals
funded under the Black Lung Benefits
Act Amendments of 1978, the Con-
gress adopted consensus legislation in
1981 which tightened eligibility crite-
ria for all future claims and temporari-
ly doubled the excise tax on coal.
Those amenhndments resulted in the
rate of claims being approved drop-
ping from 40 percent under the 1978
amendments to just 3.3 percent in
1985. In other words, the Department
of Labor projects that of the 10,659
claims that will be adjudicated by the
end of 1985, only 355 claims will be ap-
proved. This certainly is not an indica-
tion of a program that is liberal with
Its benefit awards.

Coal tax revenues now equal roughly
85 percent of current outlays for
income maintenance, medical, and ad-
ministrative costs; however, the trust
fund must continue to borrow from
the U.S. Treasury to meet the short-
fall in current obligations as well as to
aowr the cost of interest on past bor-
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rowing. Those interest costs will reach
over $270 million this year and are ex-
pected to exceed $300 million next
year.

It is imperative to return the Black
Lung Trust Fund to solvency but a
repeal of the trust fund's borrowing
authority does not meet this objective.
I believe a compromise can be worked
out between the coal industry, the coal
miners, and the U.S. Department of
Labor to achieve the long-term solven-
cy of the fund. The joint 3COA-
UMWA Industry Committee has been
working on a compromise that will
insure the solvency of the fund while
insuring the health of the U.S. coal in-
dustry. This compromise would com-
bine a 5-year moratorium of the inter-
est payments on the trust fund's cu-
mulative debt with a 10-percent in-
crease in the black lung excise tax.
These two steps would enable the
trust fund to be solvent by 1997 and
the debt to be retired by 2007. The
Congressional Budget Office has
scored the 5-year interest payment
moratorium as having no budget
impact and the 10-percent tax increase
as increasing revenues and decreasing
the deficit. Inasmuch as this will be at
Issue in conference, I would urge the
distinguished chairman of the Finance
Committee, Senator PACKWOOD, to
pursue such a compromise.

Mr. PACKWOOD. I thank the dis-
tinguished minority leader. The House
of Representatives included a 50-per-
cent increase in the coal excise tax in
its reconciliation bill, H.R. 3128. How-
ever, the Finance Committee did not
include that provision. Many Finance
Committee members believe that such
an increase in the excise tax would
harm the competitiveness of the do-
mestic coal industry. Also, the Finance
Committee. agreed to terminate the
unlimited authority for the black lung
disability trust fund to borrow from
general revenues, as of September 30,
1986, to encourage congressional
review of the Black Lung Program.

Since the House bill and the Senate
bill contain different provisions, I am
sure that there will be further discus-
sions of this issue during the confer-
ence.

BLACK LUNG TRUST FUND
Mr. WARNER. Mr. President, I rise

to express my concern about the provi-
sion in the reconciliation bill which
prohibits the Black Lung Trust Fund
from further borrowing from general
revenues after October 1, 1986.

Now is not the time for the Congress
to haphazardly administer Band-aids
to the Black Lung Program.

This could invoke a severe sentence
on the coal industry-a sentence
which could easily backfire and not
produce the intended result of restor-
ing financial solvency to the Black
Lung Trust Fund.

The black lung disability trust fund
was established by law in 1978 and is
financed by a producers' tax on each
ton of coal mined-60-cents-per-ton
tax on underground production and a

25-cents-per-ton tax on surface-mined
coal.

The Social Security Administration
operates another version of the pro-
gram which pays claims prior to 1973
from the general revenues, but this is
not the issue before the Senate today.

The issue in question is the Depart-
ment of Labor Black Lung Trust Fund
which is now $2.5 billion in debt to the
U.S. Treasury.

The trust fund can borrow from gen-
eral revenues to make up any short-
falls between the coal tax revenue and
benefit liability, but the advances are
repayable at public debt rates.

Supplements to the coal tax have
been necessary annually since 1978,
and the fi.l_ year 1985 loan will
exceed $316milllion.

Clearly, action must be taken to re-
store the solvency of the Black Lung
Trust Fund, but the solutions are not
as self-evident as they might first
appear.

Recently the House of Representa-
tives and the U.S. Department of
Labor put forth separate proposals to
increase the excise tax on coal by 50
percent in order to improve the finan-
cial posltofi of the Black Lung Trust
Fund.

I am deeply concerned about the
effect such proposals will have on the
competithV status of America's coal
industry And the possible self-defeat-
ing effeithese proposals may have on
the trustlfund itself.

The mere the tax is raised, the
higher the cost of coal goes and the
less competitive American coal is in
the world market; consequently, less
coal is produced and sold, further re-
ducing revenues to the black lung dis-
ability trust fund.

In light of these possible conse-
quences, I wrote to the General Ac-
counting Office on September 12 re-
questing that they undertake an ex-
amination of the black lung trust fund
and the implications of the various
strategies for reducing the deficit.

I asked theO GAO to include in the
study the impact an increase in the
coal excise tax would have on the coal
industry.

When we go to conference with the
House of Representatives on the
budget reconciliation package, I
strongly urge the Senate conferees to
reject the House of Representatives'
proposed 50-percent increase in the
coal excise tax as a premature and
hastily considered action.

Mindful of the pressing situation, a
committee of coal operators and the
United Mine Workers, collectively
known as the joint interest committee,
has developed an alternative to even-
tually eliminate the black lung trust
fund deficit.

Their approach is to accept a 10-per-
cent tax increase coupled with a 5-year
freeze on interest payments on the
black lung trust fund deficit.

I commend the leadership of the
United Mine Workers and the coal in-
dustry for their excellent cooperation

,on this difficult issue and urge the
conferees to study it very closely as an
alternative to the position of the
House of Representatives.

Fortunately, the Nation's coal mines
are cleaner and safer today then when
many of the current black lung benefi-
claries were mining coal.

Hopefully, this will result in fewer
miners in the future contracting the
tragic disease of pneumoconiosis.

This does not, however, lessen our
responsibilty to those who are now
suffering and either receiving black
lung benefits or awaiting a determina-
tion of eligibility.

I call on all of my colleagues for
their support in this important effort.

Eliminating general revenue borrow-
ing authority for the black lung trust
fund can only add to an already diffi-
cult and problematic situation.

I look forward to continuing to work
with all interested parties on a rea-
soned and effective approach toward
resolving the black lung trust fund
deficit.

Mr. ROCKEFELLER. Mr. President,
I am very pleased to join my fellow
colleague of the State of West Virgin-
ia, the distinguished minority leader,
and other concerned Members of the
Senate in discussing an important
issue addressed in the Senate's recon-
ciliation legislation. For the past sever-
al months, I have been involved in this
matter, which is enormously impor-
tant to my State of West Virginia and
many other States. Namely, I have
tried to assist in developing a consen-
sus on how to bring the Black Lung
Trust Fund into fiscal solvency.

I am joining other concerned Sena-
tors in addressing this issue today.
Some of them have explained the
course of events leading up to this dis-
cussion. This is the present situation:
There are two distinct proposals in the
House and Senate versions of reconcil-
iation legislation that address the
Black Lung Trust Fund deficit prob-
lem. In late July, the House Ways and
Means Committee adopted, by a very
close vote of 17-16, a provision to
impose a 50-percent increase on the
excise tax on coal to raise revenue to
pay off the debt of the fund. In mid-
Septembet, the Senate Finance Com-
mittee adopted, by voice vote, a meas-
ure to preclude the fund from any fur-
ther borrowing authority is not neces-
sary to addressing the fund's deficit
and poses grave dangers to the future
of the Black Lung Program and its de-
serving beneficiaries.

It will be up to the House-Senate
conferees to'resolve this major differ-
ence, and develop an alternative to ad-
dressing the fund's indebtedness. I am
quite hopeful that a responsible plan
will emerge in conference, based on
my discussions of this issue with mem-
bers of the Finance Committee, the
administration, and other Senators
concerned about the Black Lung Pro-
gramn
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I wish to emphasize the spirit of co-
operation that has evolved in the proc-
ess of trying to deal with the Black
Lung Trust Fund problem. Secretary
of Labor William Brock has consist-
ently communicated his willingness to
consider alternatives to the adminis-
tration's original proposal that includ-
ed the 50-percent coal excise tax in-
cnease adopted by the House Ways and
Means Commitee. In a recent letter to
me, dated October 15, Secretary Brock
affirmed that he remains "open to the
exploration of alternative approaches
which would meet our basic objec-
tives."

Mr. President, I have attached Sec-
retary Brock's correspondence to me
-And ask that it be submitted along
wlN my statement in the RECORD.

of great importance is the joint ef-
forts- of the coal industry and or-
gainzkd labor. An ad hoc subcommit-
tee was formed by the United Mine
Workers of America and the Bitumi-
uous Coal Operators Association to ad-
dress this matter. Members of Con-
gress will certainly recognize the sig-
nificance of this team' work. It is in
the national interest to encourage
such cooperation and try to solve the
pressing problem of the Black Lung
Trust Fund in a way that will not do
any further harm to the coal industry
and its workers. In August, this Joint
Interests Committee released a pub-
lished discussion of althernatives to
the 50-percent tax increase which in-
ctudcl a favorable view of a 10-percent
Grease.
insly 'certain members of the Fi-

nljComrnmittee have shown a co
sisterrt willingness to reconsider the
provision and to work with the other
concerned parties In fashioipg an al-
ternative that would be_:~table to
the legislation's co r l have dis-
cussed this in some w_'Qith certain
senior members of the Finance Com-
mittee, and feel a great deal of grati-
tude toward them for their consider-

'ation and att!/tion.
There are:i'esponsible options to the

respective Slouse and Senate commit-
teeW versions. The issues involved with
the Wnd's insolvency are complicated,
and 1 has taken some time to analyze
the reasons for the debt, prove into
the assumptions underlying different
projections about the future size of
the debt, and develop workable ap-
proaches for restoring the fund's sol-
vency. But I sincerely believe we are at
the point where the conferees on rec-
onciliation legislation can consider
sound, workable proposals for address-
ing the Black Lung Trust Fund's fiscal
state.

Mr. President, I encourage the dis-
tinguished leadership of the Finance
Committee to draw on the resources
available among all of the parties con-
cerned about the Black Lung Program,
and determine an acceptable, responsi-
ble legislative solution to this problemn
The pro-osal _-i -by Wl:e Joint
Interests: .iii~ie'~ representing coal
companies and organized labor would
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serve as an excellent starting-point for
the conferees on reconciliation legisla-
tion.

I will continue to press for an ap-
proach that ensures the financial in-
tegrity of the Black Lung Program. I
also will do everything I can to make
sure that the Congress does not re-
spond to the financing issue at the ex-
pense of the program's current and
future beneficiaries. We have a great
responsibility to carry out the mission
of the Black Lung Program and pro-
vide the compensation owed to those
miners who suffer severe harm from
the crippling disease of pneumoconio-
sis.

I look forward to working with all of
my colleagues in solving this matter
and returning stability to the Black
Lung Program.

The letter follows:
U.8. DEPTRxrT or LAsoR,

SrCR=TARY or LABOR,
Washington, DC, October 15, 1985.

Hon. JoHN D. RocrxrLLcR IV,
U.S. Senate, Washington, DC.

DFAR JAY: Thank you for your letter of
September 24 concerning the Finance Com-
mlttee's action on Black Lung Disability
Trust Fund financing, I appreciate your
support for the Administration's position
that a responsible solution must be found to
bring the Trust Fund's steadily growing in-
debtedness to the Treasury under control
and arrange for Its repayment.

Although I believe that the excise tax in-
crease approved by the Ways and Means
Committee would provide an effective solu-
tion to the problem, we remain open to the
exploration of alternative approaches which
would meet our basic objectives. To that
Endh Department of Labor staff l'working
with Congressional staff, In.dtlng Ms
Tamera Stanton of your office, to explore
other solutions that may be available to us.

I look forward to your continued support
and cooperation inour joint effort.

Very truly t ,
OF f WILY E. BROmK

Mr. HEINZ. Mr. President, I rise to
Join my distinguished colleagues from
West Virginia, in opposition to the
provision in the Finance Committee
reconciliation package which would
terminate the borrowing authority of
the Black Lung Trust Fund on Sep-
tember 30, 1986.

The Black Lung Program was first
established as' part of the Mine and
Safety and'Health Act of 1969. The
program was subsequently amended
several times, most dramatically in
1978. Under the 1978 amendments, eli-
gibility criteria were broadly expand-
ed, and a coal tax was established to
pay for those benefits. Pursuant to the
1978 amendments, the number of
beneficiaries in the Labor Depart-
ment's program grew from 6,000 in
1977 to over 80,000 in 1980. As a result
of the 1978 changes the fund devel-
oped a $1.5 billion deficit. In 1981, the

tighten eligibility requirements and
tbnporarily doubled the tax rates

In 1981 Congress also dobWd' the
coal excise tax, At that thne It was
projected that the trust fund would be
solvent by L995 or sooner. Now the De-
partment of Labor tells us that their
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projections in 1981 were wrong, and
that over the past 4 years, rather than
decreasing, the debt to Treasury has
grown to $2.5 billion.

Coal excise tax revenues now equal
roughly 85 percent of current outlays
for income maintenance, medical and
administrative costs. The trust fund
must borrow from the U.S. Treasury
each year to meet the shortfall in the
current obligations. The majority of
the money borrowed from Treasury is
then paid back to Treasury to cover
the cost of this borrowing, borrowing
which was the result of the 1978
changes.

The Ways and Means Committee
has proposed increasing the coal
excise tax by 50 percent, as a means to
making the trust fund solvent. The Fi-
nance Committee has been opposed to
this increase. At a time of falling
energy prices, an increase of 50 per-
cent in the black lung tax would sig-
nificantly and seriously impact an al-
ready depressed domestic coal and
mining industry, and further erode its
ability to compete in world markets.

Since 1977 the number of operating
coal mines in the United States has de-
clined from more than 7,000 to ap-
proximately 3,000. The additional tax
increase proposed by the Ways and
Means Committee, would exacerbate
this alarming trend. A significant in-
crease in the black lung excise tax
would contribute tip te loss of both
domestic and in onal markets
for coal industry we on the
Finance Comm:itt gnized the
impact a large coal exs' tax increase
would have . the coal industry, we
oppose0 -t ,x and will continue to
oppos0 excise tax increase.

The lcance Committee however ac-
cepted an amendment which would
terminate the borrowing'autllrity of
the Black Lung Trust Fund on Sep-
tember 30, 1986. This was done with
very Uttle debate, and I think without
a full understanding of the conse-
quences. This amendment could result
in there being insufficient funds to
pay benefits to persons legally entitled
to them under the law. It could also
result in Congress using general reve-
nues to cover the shortfall. This is not
the result that the committee intend-
ed.

The Black L Tt3st Program has
been examinedl and Congress
tightened the eli requirements.
The program does hot need to be reex-
amined. We did that in 1981. What we
neaeuow is responsible legislation to
fa d the long-term solvency of the

The approaches taken by both the
Ways and Means Committee and the
Finance Committee would not meet
this objective. However, I believe that
it is possible for the conferees to find a
compromise that will result in the sol-
vency of the Black Lung Trust Fund,
and I will Work with the conferees to
achieve an equitable result.
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Mr. DIXON. I rise to exress my

concerns regarding a provision which
is included in this bill to terminate the
borrowing authority of the. Black
Lung Trust Fund on September 30,
1986.

This proposal does not please
anyone-not the coal industry. not the
coal miners, and not the Department
of Labor. We need to find a better
way.

The trust fund is insolvent. No one
argues that point. However, by termi-
natlng borrowing authority without
any other provision, the program
would have to be cut obadc consider-
ably. Benefits would have to be re-
duced by half to over 80,00 current
beneficiaries. That, Mr. President, is
unacceptable.

The House has a proposal to in-
crease taxes on the industry by 50 per-
cent. This would place a tremendous
burden on an industry which still suf-
fers 30-percent unemployment.

At the time of both the House and
Senate committee markups. the indus-
try had not put forth a prooosaL
There is one now, and It should be
given careful consideration by the con-
ferees.

The Jont Industry Committee-
composed of representatives of the
major coal Industry companies and the
United Mine Workers of America-has
proposed a tax increase of 10 percent
accompanied by a 5-year moratorium
on interest payments and interest ac-
crual. This would make the entire
Black Lung Trust Fund solvent by
2007, and CBO reports there would be
no budgetary impact for the moratori-
um.

This is an industry which has al-
ready made substantial changes in its
eligibility requirements since 1981.
Most of the insolvency stemffrom the
system as it existed prior to that time.
The system will eventually have fewer
beneficiaries from an actuarial da
point, became the population is afhg
and many tmprovements have been
made in underground mining which
prevent the disease from occuring.

In its most recent contract, the
United Mine Workers and the industry
achieved agreement without sries.
They worked together to protect work-
ers and give the beleaguered coal in-
dustry a chance to become competi-
tive.

It is imperative tht we maintain
this program for pleople who suffer
this terrible dl . It is likely that a
compromise an be reached, If the con-
ferees can remain open to other op-
tions which are available, to develop a
satisfactory solution to this sorlW l-

I urge the members of the Senate Fi-
nance Committee to maintain an open
mind to the Joint Industry Commit-
tee's proposal. It is a positive alterna-
tive to the House tax increase which
would have a very damaging effect on
the industry and the Senate cutoff of
borrowing authority which would hurt
the thousands of workers who suffer
from this debilitating disease.

Ur PMOVISuOK

Mr. RIEGLEL. Mr. Presidedt, upon
final passage of the Reconciliation
Act, I wish to take a few moments to
call to the attention of my colleagues
some very important changes to the
UDAG program contained in this bill.

Title III of the Reconciliation Act
will greatly improve HUD's Urban De-
velopment Action Grant Program
[UDAGI by reforming the project se-
lection system to give cities In all areas
of the country a fair chance to receive
funding for sound projects.

That TDAG provision Is very impor-
tant because the current project selec-
tion system freezes out many cities
needing UDAG help in creating a pri-
vtepublic partnership to strengthen
their distressed economies.

This provision is virtually Identical
to 8. 1133, a bipartisan bill that I and
other Senators from all regions of the
country developed after many months
of consultation with private sector ex-
perts and local officials aross the
country.

Pirst, the provWsion would improve
upon the current measures or project
quality by giving added recognition to
a project's ability to bring new capital
into a local ecmoomy, to help a city's
most distressed neighborhoods, and to
relieve a city's most pressing residen-
tial or employment needs. Extra
weight would be given to projects from
cities that have not received a UDAG
grant in recent months.

Second, the provision would give
these Improved project measures more
weight:

Two-thirds of the funds would be
awarded according to impaction, dis-
tress, and project measures. Within
this pot, pre-1940 housing would get
less weight than curtently and project
measures would get more-both
changes would help cities that have re-
cently been at a disadvantage in the
0petttion.

)e-third of the funds would be
awarded according to project measures
alone.

Third, the provision would extend
the authorization for UDAG for 1
year, through fiscal year 1987, at the
reduced levels called for in the budget
resolution. This modeat extension
must be made now If all cities are to
have time to develop sound projects
and take advantage of the new selec-
tion system.

Fourth, the provision would permit
cities to use repayments from UI)AG
projects so long as the use is co dt-
ent with the purposes of the Commun
nity Development Act.

Finally, the provision requires HUD
to study the UDAG eliibilty and se-
lection standards and to give Congress
recommendations for itmproremenL

This provision is strongly luppote
by the National League of Cites,'the
US. Conference of Mayors, the Na-
tkaW A sociation of Counties, the Na-
t/nal Auodakc n of Housing and Re-
development Officials, and other orga-

ntiations interested In economic devel-
opment.

The UDAG program has proven that
the Federal and local governments can
act In cooperation with the private
sector to strengthen the economies of
our Nation's most distressed cities.

UDAG is clearly a program that is
working extremely well. It helps locate
new industry in areas where there is
the greatest need. It creates jobs. It
makes fuller use of the Nation's enor-
mous investment in existing roads,
water, and sewer systems and other in-
frastructure.

Since It was enacted, UDAG has
demonstrated solid results& perly
2.600 UDAG projects are projected
create or maintain 50.000 perlaqt
new jobs-58 percent of those Ji are
slated for low- and moderat e
persaos

UDAG has stimulated $6 in prOdate
investment for every Federal doKr.
That's a total of $23 billion private ht-
vestment that UDAG has generated In
just a few years. That's'a real success
story in private sector-Government co-
operation.

UDAG projects are expected to con-
tribute $513 million in annual tax rev-
enues to hard-pressed local govern-
ments. At the end of 1984, local gov-
ernments were already receiving $69
million annually in additional reve-
nues as aresult of UDAG projects. Re-
payments of loans made with UDAG
funds have provided an additional $75
million.

At the end- of last year, UDAG
projects would produce over 100,000
housing units, approximately one-
third of which are for low- and moder-
ate-income persons.

The UDAG program generates more
fiscal befits in the form of increased
revenues Az reduced transfer pay-
ments than it costs. Conservative estl-
mates place the increased Federal,
State, and local reven4 and cost sav-
ings at $991 million k , ear, com-
pared to an annual p tl on of
$440 million. Clearly, has
helped to build a solid new ejcomic
foundation in a number of hard-
pressed cities across the Nation. And It
has done so while maximizing the
return on scarce Federal dollars. uch
a successful Federal program should
be continued.

In my own State of Michigan, the
UDAG program has allwed commuai-
ties to help thedmels in partnerhi
with the poriae sector and with a
minimUn of 'Federal dlro, red
tape, and bureaucracy. Since 1978,
over SO Michigan communities have
received nearly $337 million from the
Federal Government and over $3 bil-
lion from private Investors for UDAG
projects; 68,000 MIchigan jobs have
been created or saved.

I strongly support UDAG as an im-
portant and proven tool that enableS
private investors and local govern-
ments to carry out projects that help
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develop the economies of the Nation's
most distressed cities.

Mr. GORTON. Mr. President, I
would like to take this opportunity to
reiterate my deep belief that reducing
the deficit is of vital importance not
only to the future well-being of our
Nation, but to the maintenance of a
healthy and thriving American econo-
my.

The past several months have been
occupied with battles over spending
excesses-each appropriations bill has
been the occasion of lengthy debates
about budget cuts. Mr. President,
there can be no question that before
us is the most important task of our
time-to return to sound fiscal policy
that provides a fertile climate for eco-
nomic stability and growth.

It is no secret that I was deeply dis-
appointed with the results of the
budget debates of last summer. As a
member of the conference committee
that was to resolve the budget dis-
putes between the Senate and the
House, I stood behind the strong posi-
tions adopted by the distinguished
chairman of the Budget Committee,
Senator DOmzCI. I joined with the
distinguished Senator from Florida
and four other Senators in offering a
budget proposal that would have cut
$70 billion from the fiscal 1986 budget
through a combination of spending
cuts and new revenues. We were aban-
doned at that critical time by our ad-
ministration and the leadership in the
House of Representatives, and I
wholeheartedly believe that, as a
result, we were left with too little on
the table from which to achieve our
goal given the overwhelming magni-
tude of this task. Despite the dedicat-
ed and fruitful efforts of the distin-
guished Senator from New Mexico,
whose leadership led us much further
toward our goals than we might other-
wise have come, we were hamstrung
by the infamous oak tree agreement,
which left us with too little to bargain
over.

In the months since Congress adopt-
ed the mediocre budget resolution for
1986-which was truly about the best
we could do without the cooperation
of the administration and the House-
the economy has slowed. Deficits are
still projected to remain high. Interest
rates have not declined significantly.
The dollar has not weakened enough
to turn the tide of our tremendous.
trade deficit. In these months we have
seen a concomitant rise in concern
over the health of our economy, rav-
aged by these symptoms of unbridled
Federal spending. We have responded
with protectionist legislation and we
have seen the G-5 try to scare the
dollar down. We are reacting to the
symptoms of recurrent, high Federal
deficits with legislation we would not
need if we could adopt a sensible and
effective budget resolution that would
do the job that needs to be done.

We have seen the spectre of over-
hauling our budget process rise before
us. I cosponsored and continue to sup-
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port the proposal, offered by the dis-
tinguished Senators from Texas, New
Hampshire, and South Carolina, but it
may founder on the very rocks on
which our best budget proposals fell
apart this summer-the lack of com-
mitment and tenacity, and the simple
inability to make the tough decisions
all of our constituents demand of us.

Mr. President, we must have the
courage and the discipline to make the
solid spending cuts that are required
of us in this bill and the appropria-
tions bills that still lie ahead. I urge
my colleagues to reflect on the urgen-
cy of this task. There has been enough
talk and posturing. It is time to get
the Job done.

AGRICULTURAL CrIT PROVISIONS
Mr. BUMPERS. Mr. President,

today I am voting for final passage of
S. 1730, the Consolidgted Omnibus
Budget Reconcillationcot of 1985. I
am dong so because pttaps nothing
concerns me as greatly as the astro-
nomical deficits that threaten the
well-being of our economy for genera-
tions to come. This bill, containing
hundreds of different budget saving
provisions, purports to reduce the defi-
cit by over $85 billion for fiscal year
1986 through 1988. I certainly hope
that optimlstItresult may be achieved;
we have no ch6 but to pass this bill
However, I have grave misgivings
about certain elements of this bill and
I want to register those concerns at
this time.

There are provisions contained
within the agricultural credit sections
of this bill that I believe, if enacted,
would devastate our Iral economy.
First, I am vigorously%'pposed to the
trend of shifting emphasis from in-
sured loans to guaranteed loans in
both the farm ownership and operat-
ing loan programs. It is 'especially
troubling to me in the area of farm
ownership insured loans, because I see
ever-growing,, critical needs there.
That shift in emphasis to guaranteed
loans will cause many thousands of
farmers to face severe problems for
which they may have no recourse. In-
sured loans are essential for farmers,
and are primarily being used to refi-
nance land debt instead of to acquire
new land. Operating loans cannot be
used for this purpose.

In my State alone in fiscal year 1985,
there were, and continue to be, many
hardship cases-farmers who have al-
ready qualified to receive direct loan
assistance-but because funds for that
program had long been depleted, loan
money could not be provided. Under
those bleak circumstances, they stand
to lose everything they have ever
worked for. There simply are no other
lenders willing to refinance this debt.
Banks are under increasing Federal
pressure to liquidate their farm loans
in order to minimize their risks and to
reduce their agriculture loan portfo-
lios. Unfortunately, the Farmers
Home Admlnistratlop, remalns a
"lender of last rsort'and for partici-
pating farmersI--. loans are,
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indeed, their last resort. Farmers
Home Administration makes loans to
applicants who can find no other
source of financing on terms they can
meet or afford. In recent years, thou-
sands of farm families have been able
to keep their land, rather than aban-
don farming, because the direct.loan
program enabled them to manage
their debts through critical periods.
With the reduced emphasis on insured
loans and increased emphasis on the
guaranteed program, this optimistic
outcome will surely become less and
less possible.

When the Appropriations Commit-
tee marked up the fiscal year 1986 Ag-
riculture appropriations bill, I tried to
protect the farm ownership insured
loan program, because I know of its
critical importance to thousands of
rural Americans. Unfortunately, my
amendment to increase that funding
was not accepted. I want to emphasize,
again, my great desire to do every-
thing possible to come to terms with
our deficit. ,However, I believe it would
be totally irresponsible to turn our
backs on the struggling rural economy
during this critical period. I do not be-
lieve the shift in emphasis to guaran-
teed loans over insured loans is based
on sound economic principle or hu-
manitarian interests, and I remain
adamantly opposed to this change.

Mr. President, another provision in
the agricultural credit section of S.
1730 with which I disagree is the $75
million authorization limit on the
Farmers Home Administration water
and sewer facility loans program for
fiscal year 1986. This new limitation is
a drastic reduction from the fiscal
year 1985 funding level of $340 mil-
lion.-During the Appropriation Com-
mittee's markup of the Agriculture ap-
propriations bill, my amendment to
provide level funding for this vital pro-
gram for fiscal year 1986 was accepted.
I was extremely pleased that the mem-
bers of the committee agreed on the
critical need to maintain the water
and sewer facilities loans without
"busting the budget." .I also spoke
about this during the Senate's floor
debate on the bill, when an effort was
made to gut the program. Fortunately,
I was able to convince my colleagues
of the importance of a sound water
and sewer loan program, and that
effort to destroy it failed. I want to
again mention a few very relevant
points which illustrate Just how im-
portant this program is for rural com-
munities.

As in many other programs, the
Farmers Home Administration is fre-
quently the only available source of
assistance for rural communities with
water and sewer needs. And those
needs are significant throughout
America. Ground water contamination
is threatening water supplies in my
State and in many other parts of the
Nation. Local officials everywhere are
working against tight deadlines to
bring their waste disposal systems into
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compliance with strict Federal stand-
ards, and this effort carries a tremen-
dcms price which is difficult at best,
and often impossible, for a poor rural
community to bear. Many loan appli-
cants need substantial assistance to
eradicate documentable health haz-
ards Communities must have 20,000
persons or less to qualify, and must
not be located near a major metropoli-
tan area

Grant money, another critically im-
portant source of assistance, can only
fund 75 percent of a pnojeet, so ade-
quate loan money is absolutely essen-
tiaL To have qualified for those grants
in Arkansas, an area's median income
must be a mere $10,650 or less, or pov-
erty level. In such communities, It is
highly unlikely that enough State and
local funds exist to replace these dras-
tic cuts In Federal funds. In Arkansas,
the State soR and water conservation
agency is The only State-funded
agency that provides funding for rural
water and waste projects. That agency
has only $2 tillion available for the
coming fiscal year. Available State
money must be siared with urban
areas, as well. Even wlti the limited
assistance that now exists, rural water
bills run a minlmnm of $18 to $29 per
month per customer. Given the poor
state of the rural economy, this is a
significant cost, and any Increase will
pose a real burden.

In Arkansas, 530 rural communities
and water associations received water
and sewer facility loans since 1963, and
at least 50 percent Of those qualified
for grants, as well. Frmers Home Ad-
ministration officals In Arkansas have
told me that last year, our State used
$14,470,800 in water and waste loans.
There are currently between 140 and
156 preappflcations on hand, as yet
unfilled, and those that ualtfy will re-
quire at least 5 million, and possibly
as much as $t10 million. That required
amount for one small State equals or
surpasses the total amount of this
bill's proposed authorization level

Mr. President, I believe It would be
irresponsible to destroy this program
in the face of such 'dre need. Main-
taining an even level of funding au-
thority represents a sound investment
in rural America's future, and I vigor-
ously oppose anything less.

Mr. HATFIELD: Mr. President, as
we find ourselves in the inexcusable
position of having spent weeks on this
reconciliation bill I think it appropri-
ate again to state my opposition to
this procedure.

Reconciliation is simply a legislative
stralghtjacket which is ineffective and
which results in significantly diminish-
ing the responsibllity of each authoriz-
ing committee. By instructing each
committee to achieve certain savings
over a 3-year period, the Budget Com-
mittee has transfered from each au-
thorizing committee needed flexibility
In setting budget priorities and has
further removed those committees
from playing their rightful part in the
budget process as contemplated by the

Budget Act. Continued use of the rec-
onciliation process only results in di-
minishing the accountability each
committee has for establishing spend-
ing targets for their programs which
are within the limits established by
the budget resolution.

In this current congressional climate
of "quick fix" solutions to our fiscal
crisis, let no one be lulled into believ-
ing that the reconciliation process is
an effective method of eliminating our
Federal debt. While I support efforts
to reduce our Federal deficit, I do not
support achieving that reduction in
this manner.

IN SUPPORT OF TMl PROVISION ON AWARDING
COURT COSTS

Mr. DOMENICI. Mr. President, I
know that I do not have to inform any
of my colleagues df the blunders,
delays, and errors which have plagued
the Internal Revenue Service this year
because of oomlwter problems. I have
been fortunate in that I have been
able to help many New Mexicans work
with the IRS to resolve the mistakes,
but many problems remain. Just a
coaPe of weeks ago, I was contacted
bya constituent who was told by the
IRS that he still owed over $4,009 in
taxes, although he had paid his taxes
in full last April. This gentleman tried
to iron out the problem with the gR8,
but the IRS would tell him one month
that the problem was solved and then
turn around and tell him that he still
owed his taxes the next month. Portu-
nately, we were able to get to the root
of the problema and set the IRS
straight. It M difficult, however, for
most people to get these problems
solved.

So It should come as no surprise
wwhen I say that the IR8 cn and does
make mistakes. Of course, everyone
nmeuw mistakes, but when the IRS
nirkes a mistake, innocent individuals
find themselves forced into Tax Court.
These people have done nothing
wrong, but find themselves having to
go to court to defend themselves. And
to make matters worse, it used to be
that each party engaged in tax litiga-
tion involving the- Government 'was
largely responsible for the payment of
his or her own attorney's fees and
other expenses incurred during litiga-
tion, even if he or she won n court.
For many citizens, the costs of chal-
lenging an IRS action prevented them
from fighting the IRS, especially
when the cost of contesting the MS
action exceeded the amount at stake.
In such cases, many individuals per-
ceived that It was more practical to
Just let the IRS win than to fight
back.

That was before the Tax Equity and
Fiscal Responsibility Act of 1982.
Under that law, a taxpayer who pre-
vails against the Federal Government
in a civil tax action in the U.S. Tax
Court, the U.S. Claims Court, or any
other Federal court and who demon-
strates that the position of the Gov-
ernment in the case was unreasonable
may be awarded reasonable litigation

costs, including attorney's fees, at the
discretion of the court. Any awarded Is
limited to $25,000.

Many taxpayers who- have been
treated unfairly by the IRS have been
able to achieve Justice because of this
law. Yet, this law is scheduled to
expire at the end of this year. The bill
now before us contains a provision
which would modify and extend this
law. I rise to express my support for
that provision.

The bill ndw before us would make
the provision regarding the reimburse-
ment of litigation costs in tax cases a
permanent part of our laws. It would
also eliminate the $25,000 cap on
awards and would restrict the amounts
which could go to attorneys to $15 an
hour except in special cases. It also
would prohibit an award to any Indi-
vidual who unreasonably prolonged
the proceedings. Finally, the bll
would substitute the "no substantal
Justification" standard for the "um'ea-
sonable" standard. The "no substan-
tial justIfication" standard requires
the Federal Government to show that
Its position was substantally justifed
or that special circumstances exit
which make the award f litigation
costs unjust in order for the Govern-
ment to avoid having to pay for a pre-
vailing taxpayer's litgation expenses.

These changes will provide more ctt-
zens with greater protection from 'm-
warranted actions by the IRS. The
purpose of this legislation is to rekm-
burse ndiidual taxpayers who suc-
cessfully ltiate against the Federal
bureaucraq regarding tax matters. It
seeks to esone that taxapers will not
be deterred from seeking review of, or
defending against, unjustified govern
mental action because of the expense
involved in securkW the vindication of
their righot It wI force the IS to be
responsible for tts conduct and will
provide those with modest means with
access to the courthouse door.

I do not mind telling you that I feel
a sense of achievement as we are
about to adopt this measure. The pro-
vision before us is an extension of the
Equal Access to Justice Act, which I
frest introduced In the 95th Congress.
The Equal Access to Justice Act was
subsequently adopted on a trial basis
and, because of its undisputed success,
we made it a permanent part of our
laws this past summer. I have felt for
years that the tax cases should be cov-
ered by the Equal Access to Justice
Act and have fought to Include the
IRS under the act. The provison in
the bill before us would extend the
concepts of the Equal Access to Jus-
tice Act to tax litigation on a perma-
nent basis and bring the provisions
governing awards of court costs and
fees in tax cases into conformity with
language of the Equal Access to Jus-
tice Act. I mn glad we are finally going
to do this. It is long overdue.

Mr. President, by requiring tax liti-
gants whowprevall to be reimbursed for
their fees, this provision will prevent
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Naveaber 14,A /5 COP
reue Was and -dill irare the om-

ntht of medtols _SsptAes wh a
fair wesentafl d the ,ussuas Tey
say that -the fIRM Vsls w ,' ad
the prxesitg attituale of sng today
is that Deen if Ta de ift the WIRS
and win in court, you still 1ose belsase
of the eost. We sust Se nite the
possblty of 'suck Pyrrie vcitsia
The average Amercan t; be made
to feel that he or she can question tke
exemcise of the Government's disce-
tUnary power as to ie reasonablness
without mnurring large costs if he or
she prevails. We are otisate to live
in asodety where one am the rigbt to
challenge the actions f one's govern-
meot, but the protection affirded by
that right is diluted when the nesgge
citizen is deterred from xercisig that
right because of the fear of incurring a
substantial finandial loss I the prwc-
ess. Mabe provision before us goes a
long way toward ensuring that such a
situatlon wllm not occur.

MMLTZH XN4HIfEC COMTUIU!TY

Mr. DURENB GER. Mr. Presi-
dent, today as the Senate completed
work on S. 1730, reconcAiatlon of the
budget for fiscal year 06,. I would
like to call my oUlleague's attention to
a provision Included In the Finance
Committee's package which requires
health insurance continuity for 4i-
vorced spouses. widows, and widowers
and their families.

The Finance Committee amendment
began as a portion of B. I1M9, the M15
Economic Equity Act, which I Intro-
dueed earlier this year. The mesre
requires eml1oYers who have ever 25
enmploees and provide health beneit
plans to Continwe ooverage for sbpwes
and familes for up to 18 montlm alter
a loss of coverage due to a chage hin
martal status, termination of eat[e-
ment, or in the event of death.

Eoaomic eequity for women in our
soeiety Is Icosely linked to the bility
of women to continue supporting
themselves foloiwig the death of a
spouse or divoce. 9The new oar in aur
society include women and etlen
who at one time benefited from spom-
al salaries and fringe beneffts and
who. due to varying Circumstance, mo
longer have access to them. BeapLh In-
surance continuity, at no oot to tAhe
Federal Goverenmt. a sesit bmw
spoues, for the most part wome, in
becoming self-mufficfet rather than
retiant on limited ptlic resources.
The 1-month continuity requirement
allows a former spouse time to find
employment, thereby gaining acce to
amother group ealth plan, or to shp
for the best private health V .L

Continuity is both a women8 isse
and a health care awness issue. Heart

c1nunce continuity is vital for the
spoes and familYes left behind 6T
the death of a oeered employee r a
divoroe and for spouses and falIe
following a termlnatlo of ep -
met.- igLhty4re pecent ofa a cur-
rent beatv lharn in a1fted Aner
grop plans, generolv thruza -a
dlora- Qxnp bstk plain we Ak&
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to re the best coverage for work-
ers and their ,famfles, st the lowest
ooat. However, folowing a divorce or
death, or the termination of employ-
msent, the workers spouse health in-

suranee omtinuity offers a cushion be-
tween group health plans or for the
transition frrm group to nongroup in-
suranee.

ACB8 To HALTTH INSURANC

Currently 6 million widows and 41-
vorced women are unable to obtain
any heath xnsurance. Many of those
uninsure wvamen held coverage with a
spouse at a time, and fallowing a di-
vorce, death ilmiatlon Dof emplog-
ment were farM with a handful of un-
desirable choices. oae former
spouses were able to convert their our-
rent health coverage to private plan
which often did not ser the same
coverage dollar per di a s the iroup
plan In addition, oftei these new &an-
group plans id not cover prior exist-
lng conditions Many women went
coramleley without basic insurance

The Enasnee Committee peovlesn
Included a the reconcIliation poek~
achievueg a iaable resul trewoh a
simple 1&wath extension of ewyset
coverage An 1S-month e t-
nulty per10dTiP~L og 4be a rse
pays the full pranlim plus no ma
than 2 peroent of the total cot 6o
cover admlnstrate ex ses. irs
former sposes and their depeadent
children the opptanity to Lhop for
the best health p for their money
ar enroll in a new kealth plan throvat
emplymen. ftim~ mmtb s a
modest buffer zourm 1eh w11 easil t
spouses of covered e'4lkws Lo sW ust
fSrnancally to the new eomine or
Marital situatlon

Health insurance continb&v mxnes
good pol s nse on many P*a it
offers an oortb tyg for coxe Wo
many w- Sgtt otherwise tar to
publie ags . ad serves to nv
the downwaed!Mral of the fanh1 a-
tion of poverty. Tis provision dwes
nat mandate benefit,. rather it ma-
dates the opportv±y to maintaii
aoeem to affordbale grou health in-
suranoe.

Mr. BYRD. It. fdkent, I am con-
cerned that the cetive date Mn-
gsage In the ERI.A mendment is
ambliuous. I would appreciate a olari-
fietion ,s to the Intention of the ar-
thors of tae amendments.

Mr. I LBIAUM. Mr. President,
I would 43 happy to respond to my
sood friend the Democratic leader.

The Democratic leader is abeoltudr
. right, The effective ate provisens it-
rqe diartficatnm, and I can assure
him that in conference we will erily
them. As a eoauthor of these amnend-

s ents, It is my intention that pension
- p sponsors who file a notie of
-* t to teranaabe their penin

plans prior to enactment wlll ot be
e- muired to refile with @e Pensilon
U Beneftt Guarantee (orpo3raaoe few-

ever, with respect to the substantive
protections cortained in the E A
amendments the conferees may very
well regulre pendlng terminations to
nJUaty same or aIl of these changes.
A4 can .assure the Democratic

leader thal escept where the bill al-
zea4y expressly staes otherwise, it is
not the ntention of the authors of
these amendments to impose the

-mtlice and other procedural require-
ments retroacvely to plans that are
already pendg before the PBOC.

Mr. OBLABSLEY. I would like to ad-
dem o~ auestbons about PBOC
g-aranteed ldlts to my fiend frm
Ctel a 4othor of the E:USA prli-
asics of tUt bill. Does this bill change
w t bneftis wi bte guranteed upon
pl anermb rudon?

Mr.' LT BAUM. No, It does not.
Mr G ASISY. Does this measure

mpact the payment by the PBOC of
plant eht-down beneftts?

Mr. MI=rTZEUIIBA)L As under cur-
rent law. if aparticipant was entitled
to a plant udt-Aown benefit as of the
date of plan erminatiol it is general-
ly guaranteedby the PBOCL

Mr. GRASSJEY. That is my under-
ta"nag Howaever, I am aware of at
least 4ne case In which the PBOIC dis-

gardod 4the specific provisions of a
plea providing for the payment of
plant hMMoWm beneflts. I want to be
sure it is understood that plant hut-
down benetz In this case, and in
-ther such ers, are guaarntLed

In the a i Dubuque Packing, a
meana onpany in Iowa, the
P9OC t an unduly narrow reading
atof the itm ament and refased pay-

nt dof t stuAdown benfits.
Prior to the ate of plan n,
Dubuque PAclg dlosed a plant. The
pn adminsatrator of the Dubuque
PCeking pslon plan approved the
payment ,of ant shutdown benefits
to those o palpa~nts entitled to the
bnefts, in seoodanfce with the plan
document. Dhbuqu Peacking sold the

atA to an entirely new company and
that aepom subsequlently reopened
the vlant. A number of former em-
aorees were later reenmployed at the

vespeed laafity but at far lower
wages than they were previously paid.
Not oily were these critically needed
plant shutdown benefits suspended,
but the PBOC took the position that
benefits paid to rehlred employees
Pnuuant to the plan adminlatrator
dateraqnakoa that they were entitled
to lhe plant sutdown benefit, were
sbOjeet to recoupmet. rnsequently,
as a result of the PBOCs failure to
tofow the exress terms of the plan
,oeument, these employees will re-
celue a far lower benef than they are
entMed to.

I thought It was clear that under
ERISA pa n administrators and the
P9C must interpret the plan docu-
ment consistent with the language of
the plan, the Intent of the drafters of
the plan and past practice.
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Mr. METZENBAUM. Under current

law benefits are guaranteed in such
situations It would be Inconsistent
with the purpose of the insurance
system to interpret plan provisions
calling for benefits to be paid upon the
shutdown or closing of a plant or facil-
ity in any other way. Such plan provi-
sions are typically designed to provide
benefits to participants upon the ces-
sation of business operations at a
plant by the plan sponsor. If a plan
contains a plant shutdown benefit, ob-
viously the benefit must be paid in the
event there is a plant shutdown.

Of course, a plant shutdown occurs
when there is any cessation of oper-
ations by an employer at the facility.
In the case of an employer that re-
opens a closed facility, the continued
payment of plant shutdown benefits
will depend on the facts and circum-
stances of each case, including the
plan provisions, However, if a plant is
reopened by a new entity, then bene-
fits pursuant to a plant shutdown pro-
vision must continue to be paid, since
in such situations the plant will be op-
erated by an employer other than the
one that maintained the terminated
plan. This is similar to the administra-
tion of a suspension of benefits clause.
Benefits may only be suspended under
ERISA In the case of a single employ-
er plan if an employee resumes work
with the employer that maintained
the plan under which the benefits
were being paid.

Thus, in the situation you described,
and in all other such cases like it, the
plant shutdown benefit is payable and
must be guaranteed by the PBGC.

Mr. ORASSLEY. I agree. Under
such an interpretation the plant shut-
down benefit in the Dubuque Packing
pension benefit must be paid.

Mr. METIZENBAUM. That is cor-
rect. In fact, this matter was addressed
when the House of Representatives
Committee on Education and Labor
met to consider amendments to the
single employer termination insurance
program. The committee reports that
accompanied HR. 2811 and 3128, and
colloquies between Congressmen CLAY
and TAUNt on September 11 and 19,
1985 make clear that the PBGC is re-
quired to guarantee the payment of
plant closing benefits in the Dubuque
Packing situation and others like it.

Mr. ORASSLEY. Thank you for
clarifying this important matter. I
would also like clarification on wheth-
er optional forms of benefits under
the terms of a terminated plan are
payable. Is it not true that upon termi-
nation of a plan optional forms of ben-
efits provided for under the terms of a
plan, with the exception of lumpsum
payments of benefits, must be made
available to participants or benefici-
aries who meet the requirements to
elect such form of benefit?

Mr. METZENBAUM. That is cor-
rect. The PBGC must apply the terms
of the plan.

Mr. GRASSLEY. Unfortunately, it is
my understanding that the PBGC

does not pay benefits in accordance
with the benefit options available
under the terms of a plan. That is, the
PBGC will only provide the normal
form of benefit provided by a plan.
For example, if the normal form of
benefit is a Joint and survivor annuity
for a married participant, that will be
the only form of benefit payment by
the PBGC. As I understand It, the
PBGC will not honor an election by a
participant and spouse waiving the
Joint and survivor annuity in favor of
another form of benefit such as a
single life annuity, even though the
plan specifically permits such an elec-
tion. I am aware of a specific case in-
volving another meatpacking plan in
Iowa, the Rath Packing Corp. pension
plan, where the PBGC would not
allow participants to elect other foftis
of benefits offered under the plat:

Mr. METZENBAUM. Such -actions
would be inconsistent with current law
and the intent of this bill. The PBGC
or plan administrator must make
available to plan participants all op-
tional forms of benefits, except lump
sum cash-out of beneffts, under the
terms of the plan documents as of the
date of termination. This is true even
though the date at which the partici-
pant is eligible to elect the optional
form may occur after the date of ter-
mination. Thus, those participants
who reach -retirement age after the
date of termination may elect those
forms oftbenefits provided under the
plan that-are consistent with ERISA.

Mr. ORASSLEY. So 'an election
under the terms of a plan after the
date of termination by a participant or
beneficlt// must be given effect?

Mr. MEtZENBAUM. Yes, whether
or not the plan termination took place
before or after enactment of this bill.

Mr. GRASSLEY. If, as of the date of
termination, a plan had not yet been
amended to comply with applicable
law, must the PBGC or the plan ad-
ministrator administer the plan as if
such amendments had been adopted
before the date of termination? For in-
stance, if the plan had not yet been
amended as of the date of termination
to comply with the Retirement Equity
Act of 1984, would not the PBOC or
plan administrator be required to pro-
vide the preretirement death benefit
mandatecdby that act?

Mr. NMVZENBAUM. Yes. For exam-
ple, if a participant has satisfied the
conditions for a nonforfeltable benefit
as of the date of termination, but dies
after the date of terminatlon, the
death benefits now mandated by
ERISA would be payable by a plan or
the PBGC to the participant's spouse
unless It had been waived.

Mr. GRASSLEY. I thank the Sena-
tor from Ohio.

Mr. MLETZENBAUM. Mr. President,
I rise to support that portion of the
reconciliation bill entitled the "Single-
Employer Pension Plan -Amendments
of 1985."

The single-employer pension plan
amendments substantially change the

procedures for terminating single-em-
ployer pension plans. But more impor-
tantly, they include substantive
changes in law that will protect the re-
tirement security of American workers
and retirees when pension plans are
terminated.

The basic principle of our pension
law, ERISA, is that employers should
live up to their pension promises. But
unfortunately, there are many in-
stances in which companies can termi-
nate their pension plans and disregard
their promises. The bill before us will
halt this practice. For the first time,
our pension laws will require financial-
ly healthy companies to pay all prom-
ised pension benefits before shutting
down a pension plan.

Employers who are in financial dis-
tress will be permitted to terminate a
pension plan and the PBGC will pay
the required level of insured benefits
as required under current law. To the
extent, however, that the PBGC pay-
ments fall to meet the promised level
of benefits, workers and retirees will
have a claim on a portion of the em-
ployer's future pretax profits:

Mr. President, as I indicated, the bill
also includes several changes in the
procedures for terminating a pension
plan that are intended to prevent
abuses.

First, an employer will be required
to provide 30-day notice to unions
before instituting a termination.

Second, the PBGC will be required
to audit a random selection of pension
plan participants in every plan-that is
terminated, and plan sponsors will be
required to inform participants of the
factors used in computing their bene-
fit entitlements. These changes are
clearly necessary in light of the find-
ings of the GAO report which was re-
quested by Senator HATCH on the
PBGC termination process. The GAO
found that:

PBOC policies for confirming by letter
that participants of a selected sample of suf-
ficient plans are receiving entitled benefits
are not being Implemented for all sampled
plans. Also, key variables used in computing
participants' benefits are not confirmed
with participants of the plans sampled. In
contrast, PBCC confirms key data with all
participants of insufflclent plans for which
It assumes trusteeship responsibility. In
effect, PBOC processes result in partici-
pants of sufficient plans receiving less assur-
ance that their benefits have been correctly
computed and paid than participants of In-
sufficient plans.

A third important change, Mr. Presi-
dent, will allow pension plan partici-
pants to petition the PBGC to bring to
the attention of the agency any con-
cerns or issues that they consider im-
portant. If a sufficient number of par-
ticipants petition -the PBGC, the em-
ployer is prohibited from removing
assets from the plan until 90 days
after the PBGC determines that it is
prepared to issue a notice of sufficien-
cy. During this period, the PBGC is re-
quired to consider the participants'
comments. The PBGC will process no-
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lces of intent to terminate in the
same mannmer as prescribed by eurrent
law. This participamt aomnwet period
will apply to al3 -note of atent to
terminate ;filed wh the fKC before
March 1, lUSG in the interim, the
labor Department is oandated to
report to Congress Moowaendatlons
of legislative changes needed to pro-
tect participaam

These, as rti as the other vrom Ur-
a. changes for plan termiuatlons do
not address the legality or appropr-
ateness of the "guidelines in asst oe-
versions" released by the Pension Ban-
efit Guarantee Corporati on May
24, 1984. This to o ¥yshould be ao-
strued as a congressional tmufln
of thoee guidelines. I believe that mn-
ther current aw nor the pmslis d
this bill pmit.spkff termtis od
termination/me The
Issues are uently being Iat I
hope that COngress will as 1t*af
to the whole issue of terb~tkn ze-
versions. it not now, then iammeiatry
after reoeiving the Labor Depart-
maerit's study mandated by this 'aen-
are.

Mr. President, I believe that tbe r-
forms contained in this measure are a
significant step in the right dlrectiae

Vr. NICKLES. Mr. Presideat eon-
talned in the package reported tfi
the Labor and Human Resouces -CM-
mittee are a series of amendments re-
tarming the single employer -erina-
tlon provisions of title IV of I YIS
These amendments are based on the
package of reforms sent to the Hil by
the administration earlier this yea.
These reforms empllent the pe-
urn incese reparted by the Senare Fi-
nance Committee in their DecWoc~A-
tlon instructions-from $2O60 4e $B.L
per participant per year. Currantl the
deficit in the PBGROC' single employer
account Is about $600 million I would
like it noted for the record that this
deficit does not take into account the
pending termination of Wheeling-
Pittsburgh's plan-a termination that
apparently will dump another $475
million on the PBOC.

Essentially these amendments -are
designed to reduoce the nunber of tm-
derfunded single employer defhned
benefit pension plans that, upon ter-
mination, become the responstiy of
the PBGC. At termination of these
underfunded plans, the PBGC is obt-
gated under current law to pay that
portion of the benefit guaranteed by
ERISA. These amendments provide
additional protection to the Insurance
system by limiting access to these
plans that are able to demonstrate
"distress"-under specific criteria. Te
PBGC is also granted the stmattory
basis for seeking 10 percent of the
plan aponsor' pre-tax profits for up to
IO years to cover the insufficlency qs-
sumed by the PBGC. Of course ths
proviaion is only applicable to plan
sponsors that continue in bsiness
pat the termination of the 'peneoa
plan. This percent pse-tax cequtos-
ment is in addition to oaunemt ELW
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rnwisrfts uruiriy a plan sponsor

tmermnating an a uded plan to
forfett rp to " * of aits net
worth to cover the a uplald lenw.
'The Labor and ReP amurces
Committee believes, as the heaings
have demonstrated, that this net
worth forfeiture Is illusory; frequently
these plan sponsors have little or no
net worth and UWe PROC is forced to
assume ast a unts of lability.

While the, percent pre4ax re-
quirement l ppeax harsh, the
Labor and M Reooes Cemmit-
tee believes it is a tf eachange for
permitting distressed plaan sponsors
the legal right to J son their pen-
s.on obgtii.~ 'Tlis legislation
grants the iprties t right to agre to
alternative terms atisfy the habil-
Ity to the PBGC If they eso chose.

In addition to a sdtre" tsmnlna-
tkio, this leutsla1tialides an alter-
ive Itrminatt Yte employ-

eas ato seek bo ra the a i-
aaraally healthy- a u'sadart

terminsklon, these plans mar cloee t
their affairs once asset bems awe
bsought up to the vested lewels psom-
esed 1w te lan speormr. The Po-

simn i c'rter aw allowing a ahalow
'"reeze sad be unaffected.

There a-~ mera aaditionl prevl-
sions of this Sgination that need to be

scussed; I agreed to eertain provi-
slao wh/ch I am less then enthmsis-
tic about. One provision, for ientwe,
requres those pln sponsors that sur-

Wve terminatio sad are obligated for
the 1,-percent pe-t profits >raO'-
skon to pay an anial S percent of
pre-tx profits tobeneficaries -and
asrtiepants, f necessary, to make up

the dlfferenoe between the guamanbeed
level and the vested level. Admittedy,
th1is w lsion has nothing to do wtt
the solvency of the PBGC but Senator
Knwo and etter members of the

labor ed Ulsa Resources Commit-
tee insiste go inkttshn

Senator Mt sanu sought a provi-
sion placing a 9-month moratorium on
the reversion of excess assets upon the
termination of overfunded plans. I op-
posed this, but imve agreed to a provi-
sion that, in some trcumstances, will
provide for either '.-day or a 90-day
deay in the issuanor a notice of suf-
fieieney by the PBGOC. This provision
is temporary: it expires an March 1,
19N. Oenmirently. we have alo asked
for a DOC study of the asset reverslion
question o bt saubmitted by February
1, 1986. Hopefully, the ensuing legista-
tive recommisuations, if any, wil put
this issue to rest once and for all.

The proposed "plan asset" amend-
ment is to apply only to publicly regis-
tered real estate entitles It is not In-
tended to either mandate or suggest a
pattern for plan asset regulation con-
eerning the venture capital industry.
Venture capital makes a vital contri-
bution to our economic -well-being and
it is therefore important ttany 'lan
aseet reulation not mivnely Affect
ventime capital.
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The Secretay of Labr k wri e

Senatomu arf± the adptkm of these
&nseaenitbs. I wodld Ske M _e *As

Setta- inseeted In the Raob.
'The letter iollom

US. Dnar rm or LABo.I
Wasiagto. DC, October 15, 1985.

Soa. PEm V. Dormncer
Cbzai n, Senate Budoet Committee, Wash-

ington, DC
Da MR. CiwA R The bdgtet reconclli-

Ati bill reported to the Senate floor by
khe Budget Commnttee on October 1, 1985,
Anoludes a vitally needed remahn increase
AM progeram refrms for tbe Pension Bene-
MJt tuaerty Iorporato IPBGOC). The
PBSC's nsinlea1ployer mraao fund had
-a e*S miWofi dldclt -s of Septembar 3S,
Wt And a aenive cah flw. This deficit
has grown subMlLb since ta. and the
negalte sh flow stmtat hasm been fur-
ther exseerm d. Both these factrs have
carermoq df*e empacts on the finan-
aLi Segrity of te PBC and the Federal
deAlte. neatdvey.

I -indetd -hflt the idegt Committee
has Ihled the PJC refaor. whicih were

ed t o r eOmdliisti picage by the
Labor ad Hnma nesous Committee, as4I'pseale aezbtass nvecdw tW' because
tkey sup sl awoild have no hnpact on
Fderal ouML. I want to Srlse you that
itbis net ths ase Is tact, their adopton
would lead-t aAS W no t taaiance -f out-
lays in the eadn budgt. These outlays
would be avtd in!dltely, and the
amount avoidLd Lsd grew stadmntiatly as
the reas paL ibe ampaed sedo are 4-
emtriably setaetd with the reminum in-
cmene reqoest, vta h o.M linve had to be
ailer V the rnam were nat a part oI the
proposal

pecifically, S wrogm ro eorms are In-
tded to deal 4ith 'itutons i wtdch a
cemean, can, er eadstln law, "dump"
uimaded peosim benefi. ee the PBGC
ca conee In bflie ws M le or soe -
blty for these * ltas. Under provierns

approved by the labor ld Buma Re-
soces CQmmttbea (Labor nitage4, a comn-

Pay that is nat in dsal bteas would
no Inger be peratted to take edvantage -of
PFMC insurance. JIastel, 4t would be re-
quired to continue to fund is terminated
-eioln tlar till mflf"cient amets were on
hand to mend aill nfoerfeabee 1enefta In
alon, If a oemtress termintes Its plan

ad subsequently contiues to do bstiness,
tbe Labor pakage provides for ncrsed
PUGC eeoveites in the form of a percent-
age of future profits in the ongoing compa-
ny.

The P C estimates that approximately
20 ercet af Uis clainm to JdLe hve result-
ed froM tenetlons it vlam "t ongoing
craScer. Withlut the peened reforms,
clams of this kind will contanue and in-
crease substantially in the future. While It
is impossible to quantify preprecisely the
timhig or magnftude of these losses, we can
ecpect, at a mlknum, to achieve aversge
annual savings of $35 mnfhIlol over the next
20 Yeers.

The reforms included In the Labor pack-
e will have an immediate m-d lasting

budgetary impact for two eaon Fir st, the
standard termination provision wiid forestall
come claims that would otherwise have been
made sgainst the PBOC's Single Employer
Insurance Funds. Second. the proposed
amendment to the current employer Habil-
i Droviasion will serve to ncrease PBGC's
renarerles on plans which do terminate.

Both of these proviasonas a reduce the
PBCC's losses ad lpree' its ,cah flow,
thereby having a sigirlfioant favorable
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impact on the PBOC's revolving fund. This
fund is included in the unified Federal
budget, and charges to It Increase total Fed-
eral outlays Therefore, the corresponding
avoidance or reduction of claims against
PBGC will have an immediate favorable
impact on the Federal budget.

The two reforms noted above were Includ-
ed In the President's fiscal year 1986 Budget
submission to Congress. I would also like to
note that in addition to the ab.ereforms,
there are two other reforms which were
.part of the Administration's proposed single
employer legislation and the President's
fiscal year 1986 budget but are not in the
Labor package. These include a provision to
provide security for certain minimum fund-
ing waviers, and a provision to expressly
prevent attempts by sponsors to Inappropri-
ately "dump" liabllities. on the PBOC
through certain corporate restructurings
(e.g., mergers or acquisitons).

These provisions are key elements of the
Administration's single employer reform
proposal. They were not' included in the
Labor package since they were within the
Jurisdiction of the Pinance Committee.
However, both of these provisions would
result in real. significant and immediate sav-
ings for PBGC with corresponding reduc-
tions in the In the Federal deficit. The sav-
ings from these provisions can be expected
to grow substantially in the future due to
the recent increase in minimum funding
.waivers and to general corporate merger
and acquacquisitlon activity. Candidly. I am
very concerned that related abuses of the
insurance system will increase substantially
If these provisions are not enacted, with re-
sulting adverse consequences for the PBGC
and the Federal deficit. Therefore, we are
continuing to seek Incoproratlon of these
propsals as part of the final budget reconcil-
iation bill.

For these-reasons. I believe the PBGC re-
forms are at least as important-and at least
as critical to the budget reconciliation proc-
ess-as. an increase in the PBGC premium.
While the Admlnistration may seek to im-
prove the specific language of the reform
proposals included in the reconciliation bill,
we feel It is Imperative that they continue
to be associated with the budget reconcilia-
tion process in order to ensure the financial
integrity of the PBGOC insurance system and
to help reduce the Federal deficit.

I would appreciate any consideration and
support you can give me in this regard.

The Office of Mahagemaent and Budget
has advised that there is no objection to the
submission of this letter to Congress from
the standpoint of the Administration's pro-
gram.

Very truly yours,
WrLLmA E. BROCK.

Mr. HELMS. Mr. President, the
budget reconciliation package for agri-
culture provides a substantial contri-
bution to the overall deficit reduction
plan. According to the estimates pro-,
vided by the Congressional Budget
Office, if enacted, the changes offered
by the Committee on Agriculture, Nu-
trition, and Forestry will save $8.084
billion over the next 3 fiscal years.
This amounts to about 11.6 percent of
the total savings contained in the rec-
onciliation package.

The changes recommended by the
Committee on Agriculture, Nutrition,
and Forestry to achieve the savings re-
quired by reconciliation are contained
in title I of S. 1730. The bulk of the
savings in title I come from changes in
the area of farm credit. The commit-

tee recommendations in this area
would achieve savings of $7.167 billion
over 3 years In addition, mandating
the sale of certain dairy products and
changes in the Food Stamp Program
would save $331 million and $586 mil-
lion, respectively. However, It is with
regret that I should note that the
Senate voted to add back $165 million
of the food stamp savings.

In order to meet the reconciliation
instruction, the Committee on Agricul-
ture, Nutrition, and Forestry recom-
mended that certain provisions of the
farm bill be included in reconciliation.
More spe;fically, the committee rec-
ommended:'nactment of the mandato-
ry dairy: 'aes provision of title I, Agri-
culturaZl,[xports and Public Law 480;
Title XIV, Food Stamps and Commod-
Ity Disl!butlon, and Title XVII, Agri-
cultural-Credit

These provisions are basically two
titles frem a farm bill that contains 19
titles. I had hoped that the Committee
on Agriculture, Nutrition, and Forest-
ry would produce a bill that would
achieve savings in enough areas that
we would be able to deal with the
entire bill in reconciliation, However,
that did not prove to be the case. In
fact, the farm bill reported by the
committee, S. 1714, exceeds-the budget
allocated in the budget resolution by
more than $9 billion. And that in-
cludes the $8 billion in savings that
are also included in the reconciliation
package.

Mr. President, I for one, will be in-
terested to si how the majority of
Senators plaao deal with this budget
busting farm _L I mention this be-
cause Senato~hould be aware of the
budget aspectsithe farm bill as they
deal with the.mfonmendations of the
Committee on Agriculture, Nutrition,
and Forestry embodied in reconcilia-
tion.

For those who don!t already know,
as chairman of the committee, this
Senator felt compelled to vote against
the farm bill, because it so greatly ex-
ceeds the budget resolution,' and be-
cause It will result in very bad farm
policy. However, the principal prob-
lems with the farm bill are not in the
provisioS that have been included in
the reconciliation package before us.
So I would urge Senators to support
these provisions in title I of the recon-
ciliatioan bill as I do. But I would also
encourage Senators to keep in mind
that we are scheduled to take up the
farm bill as soon as we complete action
on .reconciliation-and that bill is a
budget buster.

Mr. President, let me take Just a few
minutes to outline some of the major
provisions of title I of the reconcilia-
tion bill before us.

FARM CREDIT

The farm credit provisions make
necessary adjustments to enable farm
borrowers to find alternative credit
sources to the FmHA insured loan pro-
grams. In 1975, FmHA held only 3 per-
cent of the nonreal estate farm debt,
or $1.11 billion. In 1984, the market

share of the nonreal estate debt held
by FmHA had grown to an astounding
15 percent or $15.48 billion. This per-
centage continues to grow in 1985.

The committee believes that a grad-
ual transition to loan guarantees is an
acceptable alternative to our current
loan programs, which rely more heavi-
ly on direct Government lending. Pro-
viding for the credit needs of our Na-
tion's farmers and ranchers should be
a Joint effort between Government
and the private sector. Commercial
bankers, lenders of the Cooperative
Farm Credit- System, the Farmers
Home Administration, as well as
others, should each meet-their obliga-
tion in providing a level of loan assist-
ance. The committee recognizes that
the role of Government in providing
credit should more appropriately be in
guaranteeing loans made by the pri-
vate sector. Through aggressive use of
Government loan guarantees, credit
will be made available from the pri-
vate sector to all borrowers who can
adequately demonstrate repayment
ability, experience, and other factors
which indicate a reasonable chance for
success. -

Furthermore, through the use of
loan guarantees, FmHA exposed the
borroweed to a wide range of loan serv-
Icing and counseling available in the
private sector. The tremendous de-
mands placed upon FmHA personnel
in recent years makes adequate loan
servicing nearly impossible. Many
farm borrowers derive great benefit
making decisions affecting their oper-
ations. A cooperative arrangement in
which the Government's role is that of
issuing loan guarantees to viable bor-
rowers who have obtained credit from
private lenders,wfil benefit agriculture'
now and in the future.

Other provisions of the credit bill
can be found in the report on either
the reconciliation bill or on the farm
bill.

FOOD STAMP8

Title I provides for the reauthoriza-
tion of the Food Stamp Program for 4
more years The bill also makes cer-
tain changes in program operations in
order to provide more equitable treat-
ment of recipients within the Food
Stamp Program by closing loopholes
and establishing more consistent and
logical treatment of certain sources of
income and certain expenses. The bill
also establishes in several instances,
and permits in others, greater consist-
ency with other Federal assistance
programs, primarily the Aid to Faml-
lies With Dependent Children Pro-

'gram.
While minor benefit reductions may

occur for certain households, this has
not been a primary focus of the com-
mittee's reauthorization. Such
changes occur primarily as a result of
attempts to make the Food Stamp
Program more internally consistent
with existing provisions and to coordi-
nate food stamp policy more closely
with other programs.
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When provisions of the bill are fully In order to gain a more equitable products overseas; the ted States'

Implemented, these modest benefit share of the world dairy market, Con- share of international e in butter,
changes will, on average, be more than gress has previously encouraged the cheese, and rofat milk is only 8
offset by the increased purchasing Secretary of Agriculture to sell surplus percent. This compares to a nearly 50
power for recipients resulting from dairy products held by the Commodity percent share for the EEC. Increased
the prohibition on State and local Credit Corporation on the world sales of Com 6dity Credit Corpora-
sales taxes now being imposed on food market. Specifically, as part of the Ag- tion dairy products will begin to estab-
stamp purchases in some States. Thus, riculture and Food Act of 1981, this lsh- a mo adequate share of this
the overall budget impact of the corn- committee adopted a proposal by Sen- trade for/American dairy products,
mittee bill is to Increase overall food ator MELcnaR directing that the Secre- with th realistic prospect that new
stamp purchasing power without In- tary of Agriculture use existing au- and log-lasting markets for our dairy
creased cost to the Federal taxpayer. thorities "to the fullest extent practi- prodion may be developed.
Indeed, coupled with the savings at- cable" to make sales of Commodity .sPPORT FOR UDAG PROGRAM
tributable to the error rate sanction Credit Corporation held dairy prod- as the
provision, the taxpayers will obtain an ucts in international markets. A simi- ncilato bill is sent to confer-
improved program with lower Federal lar directive appeared in the fiscal I want to remind the conferees
expenditures. Additionally, maintain- year 1983 Agrculture Approprdditi onate's affirmation of the
ing the Puerto Rico Nutrition Assist- Act and, In the closing days of t of t Senate affirm of the
ance Program at its current level of 97th Coss the en appr a importance
$825 million annually will contribute resolution- by r B of this program to our cities and towns.
to the continued stabilization of -pro- wr again u that adion en The UDAG program has been ex-
gram costs. - to move dairy products by tremely successful at doing what it

The committee bill is consistent with the Commodity Credit C ration was designed to do-assist in the rede-
congressional action in 1981 and 1982 into foreign t velopment of blighted urban areas.i snto foreign trade channels,
designed to stabilize food stamp spend- In spite of these direc the De- The facts speak for themselves. UDAG
ing which had been escalating dra- partment of Agricult only a funds projects n urban areas that
matically. nominal amount of Co y Credt would not be built without the UDA

The committee bill is estimated by Corporation-owned products on funds. Each UDAG dollar leverages 6
the Congressional Budget Office to the world market. es amounted to private dollars of Investment. It is esti-
result in expenditures of $12.547 bil- 50,416 tons in- 19 , 62,000 tons in mated that 625,000 new jobs have been
lion during fiscal year 1986, climbing 1981, and 146,000 in 1982 created by UDAG projects throughout
by roughly $500 million increments to In light of 'th esponse to congres- the Nation and studies have docu-
an annual cost of $14 billion in fiscal sional directive committee agreed mented that between 60-70 percent of
year 1989. to mandate t sale of a reasonable all UDAG created jobs go to low- and

The committee bill does not reverse minimum of dairy products' moderate-income people.
any of the significant changes adopted annually f fiscal years 1983, 1984, Although the program was designed
in the Food Stamp Program in 1981 or and 1986 Although 1pcerns were to inject new life into dying communi-
1982. voiced a ut the'abiltS the world ties, many Senators had expressed

MANDATORY DAIRY SALES-EXPORT SALE O market bear the addit l influx of concern that the UDAG selection cri-
DAIRY PRODUCTS dairy oducts, the 150,000 metric tons teria-excluded their cities from receiv-

The committee adopted a provision maed by the committee is abut 68.3 ing UDAG' Being from a State that
from S. 251 which would mandate the pe t of last year's total internation- has benefited from the program, I
sale for the export of at least 150,000 rade in butter, cheese, and nonfat could understand the concern of my
metric tons of dairy products owned milk, excluding intra-EEC trade. colleagues. For that reason, I worked
by the Commodity Credit Corporation oreover, the Department nearly with Senators RXLA, GRASSLrY,
during each of the fiscal years 1983, reached this target last year without D'AmATo, SASSM, SrCT- and others
1984, and 1985. These sales are to significant disrusption of the world to find a fair and balanced method of
made at prices not less than the m - market. - UAG funding distribution that
mum prices established in the intea- By mandating theale of dairy prod- would allow all regions of the country
tional dairy arrangement. ucts, it is the committee's intent to in- to participate in the program.

Few industries have been so ffec- dicate the seriousness of its concern The distribution method we devised
tively shut out of the world mar et be- about the predatory tracd ractce is included in this reconciliation bill. It
cause of other. countries' subdies as employed by nations stieti as those provides for two pots of money. One
has the American dairy ind try. Al- within the European Economic Com- pot, containing two-thirds of the
though our dairy industry the larg- munity. With respect to dairy product UDAG funds, will be distributed based
est in the free world, United trade, other countries must take our SqmLColinlty dPtarems. The othia one-
States is not a major ftor n the concerns, and our resolve to have a third will be distributed based onF
international market fo dairy prod- fair opportunity for U.S. products to project quality. These changes, along
ucts. Our absence fro this market compete in world markets, seriously. with others that are included in the
has much to do wit our failure to Whether this is being done, is ques- revised program, give all cities in this
compete for an equitle share of the tionable. country a chance to participate in the
world market on a equal basis with The dairy produfct sale provision is UDAG program while retaining the
other exporting Cations, primarily one of the few mandated items in this original goal of the program-provid-
those of the Euro ean Economic Com- legislation. Enactment of this provi- ing assistance to distressed urban
munity. sion will ensure that firm action is areas.

Through thse of export subsidies, taken by the administration that will Nineteen hundred and eighty-six
the Communiy has taken a share of demonstrate our resolve oni the issue will be the first year the new distribu-
the world m ket well out of propor- of predatory trade practices. For these tion criteria will be used. I believe it
tlon to the overall share of world reasons, the committee believes that will be very successful and that many
production/ Even though U.S. price mandated dairy product sales is an es- Senators who do not now support the
supports Mre at levels comparable to sential element to be included in any program because they have not had
the EEcl$13.10 per hundredweight effective agricultural trade legislation. experience with it, will discover the ef-
versus ,12.81, respectively-and U.S. The export sale of dairy products fectiveness of the UDAG program. Re-
produ tion is nearly 50 percent of the will also promote a solid basis for the tainng the program through 1987 will
total production of the member na- development of new overseas markets give us 2 years to study the effective-
tlo ngof the EEC combined, our share for U.S. dairy products, as well as ness of the new distribution system
of the world market is but one-sixth of other products. Becuase of our general and make an informed decision on the
the share held by the EEC.. unwillingness to sell surplus dairy future of UDAG.
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Mr. President, I am well aware that
the changes to the UDAG program in-
cluded in this bill could reduce the
number of UDAG's awarded to the se-
verely distressed cities in Pennsylv&-
nia. After 2 years, I may decide that
the program has strayed too far from
its original goals and should be elimi-
nated, but I have seen the positive oe-
suits of the program and I am willing
to give it 2 more years to determine
whether the new and, "improved" for-
mula will work as effectively as the old
one. Our main objective, at this point,
should be to ensure the continuation
of a valuable and successful program.

Mr. LEVIN. Mr. President, I will
vote for the reconciliation bill because
it is essential that we take steps now
to deal with the overwhelming domes-
tic issue which confronts this coun-
try-the budget deficit. This deficit
threatens our long-term prosperity
here at home and reduces our ability
to compete abroad.

My vote for this bill should not,
however, be taken as agreement with
every aspect of it. In any bill this
large, with any deficit reduction this
deep, there are provisions which I
could not to support standing in a
vacuum. For example, the new cus-
toms fees on across border traffic from '

Canada and Mexico will work a hard-
ship on commerce both in terms i
time and money. I am particularly sen-
sitive to this In light of the heavy-flow
of traffic between Canada and my
home State of lMehigan.

An amendment by Senator DECON-
cni has mitigated the budensome
impact of these fees somewhat from
what was contained in the original bill.
However, It is my hope that this provi-
sion could be worked on further in the
conference with the House to lessen
even further the disruptive effects
which it will have on border States.

The PRESIDING OFFICER. If
there be no further amendment to be
proposed, the question is on the en-
grossment and third reading of the
bill.

The bill was ordered to be engrossed
for a third reading and was read the
third tim.

The PRESIDING OFFICER. The
Senate will now proceed to the consid-
eration of H.R. 3128 which the clerk
will state.

The legislative clerk read as follows:
A bill (H.R. 3128) to make changes in

spending and revenue provisions for pur-
poses of deficit reduction and program Im-
provement, consistent with the budget proc-
ess.

There being no objection, the Senate
proceeded to consider the bill which
had been reported from the Commit-
tee on Finance with an amendment in
the nature of a substitute.

The PRESIDING OFFICER. The
committee amendment falls.

Mr. DOLE. Mr. President, I move
that all after the enacting clause in
H.R. 3128 be stricken and the text of
S. 1730, as amended, be inserted in lieu
thereof.

The PRESIDING OFFICER. The
question is on agreeing to the motion
of the Senator from Kansas.

The motion was agreed to.
The PRESIDING OFFICER. The

question is on the engrossment of the
amendment and third reading of, the
bill.

The amendment was ordered to be
engrossed and the bill to be read a
third time. -

The bill was read a third time.
Mr. DOLE. Mr. President, I ask for

the yeas and nays.
The PRESIDING OFFICER. Is

there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
Mr. DOE. Mr. President, let me in-

dicate to my colleagues, if I could have
their'gttentlon briefly, it is still our
hope to move to the Compact of Free
Association. I have been advised by
the distinguished chairman of the
Energy Committee, Senator McCLurz,
that it is urgent that we act on that
legislation.

We believe wempay have been able to
accommodate the concern of Senators
BoREN, GOLDWAT,' SwrEns, and
others with reference to political
action committee amendments and
other amendments.

We have been trying to get a unani-
mous-consent agreement.

That is a bill that has been held hos-
tage more or less for the past 3
months. I am not as well versed on it
as the distinguished chairman'of that
committee.

But we wish to move to the consider-
at9oa of that bill and complete action
on that bill this evening. We believe
that can be done In a couple of hours.
If that were the case, we would not
come in tomorrow.

On Monday, we would lay before the
Senate the farm bill. As Indicated last
night, we would remain on the farm
bill subject to the discretion of the
managers, until we complete action on
that, hopefully next Thursday or
Fridy.

Then we have the recess and then
we are back, and then on December 2,
we would then bring up the amend-
ment by Senator BoRzE on a Monday
and dispose of this before noon on
Tuesday, December 3.

Mr. McCLURE. Mr. President, will
the distinguished majority leader
yield?

Mr. DOLE. I yield.
Mr. McCLURE. I do not want to fly

under false colors here tonight be-
cause there is a Hatch amendment, a
Finance Committee amendment, a
Hart amendment, and a committee
amendment dealing with compensa-
tion. Unless everything went better
than we have a right to expect, it is
going to take, I would think, 3 or 4
hours to complete the compact.

I am perfectly willing to do that to-
night, but I am also perfectly willing
to do it tomorrow, whatever the ma-
Jority leader and membership might
decide.
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Mr. HART. Mr. President, will the

majority leader yield?
Mr. DOLE. I yield.
Mr. HART. Mr. President, mine is an

oil import fee amendment. I am per-
fectly willing to have a reasonable
time limit.
I Mr. DOLE. Mr. President, I tinder-
stood from visiting with Members ear-
lier there was a disposition to dispose
of this tonight and not be in session
tomorrow.

Mr. HARKIN. Mr. President, will
the distinguished majority leader
yield?

Mr. DOLE. I yield.
Mr. HARKIN. Mr. President, follow-

ing up on the conversation last night,
I looked at the unanimous-consent re-
quest that is on paper regarding the
Compact of Free Association, and I
counted at least 8 hours of time.

Mr. DOLE. Some of that has been
taken care of.

We just had another indication it
would not take an hour on that
amendment. Some of those will be
tabled.

We do not intend to take much time
on this side.

So I would guess if we could move on
that fairly quickly we could be fin-
ished by 9:30 p.m. or come back at 9
aim. in the morning.

I would rather dispose of it tonight.
That still does not interfere with the
farm bill discussion we had last night.

Mr. HARKIN. Again, as I looked at
that unanimous-consent agreement,
the number of hours that could be on
it, then if we are not in session tomor-
row, then we come back on the Com-
pact of Free Association on Monday,
and it will spill over again into Tues-
day.

Mr. DOLE. No. If we do not com-
plete it tonight we start on the farmn
bill Monday.

Mr. McCLURE. We will be in tomor-
row.

Mr. DOLE. We will be in tomorrow.
That is correct.

Mr. HARKIN. I have the assurance
of the majority leader we will take up
the farm bill next week and not be
interfered with?

Mr. DOLE. The Senator does not
have to have it. We are going to bring
it up.

Mr. DOMENICI. Mr. President, if
the majority leader will yield, I wish
to thank all Senators for the coopera-
tion on this bill. It has been a long
time getting here.

It will take about $85.5 billion off
the current policy baseline of the
budget the next 3 years.

We hope it will pass here tonight
and go to conference In the next
couple of weeks.

We lose about $52 million a day each
day we fail to pass it and send it to the
President.

There are too many people for me to
name. I thank all of them and the
staff for the concerted effort and all
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they have done to help ge
night.

Mr. JOHNSTON. Mr. I
endorse that.

Mr. DOLE. Mr. Presiden
dicate that immediately fo
vote we are going to take t
of Free Association. We wi
a time agreement, and I
we can satisfy the Senator
homa [Mr. BOREN] by in
will bring up his amendn
cember 2 with a vote occu
cember 3.

We discussed this with
from Mississippi and the S
Arizona, and I think tha
satisfactory.

Mr. DOMENICI. Vot
order.

The PRESIDING OFF
bill having been read the
the question is, Shall the t

On this question, the ye
have been ordered, and t]
call the roll.

The assistant legislative
the roll.

Mr. SIMPSON. I annou
Senator from Oregon [M
is necessarily absent.

The PRESIDING OF1
LAXALT). Are there any ot
in the Chamber wishing t(

The result was announe
nays 6 as follows:

[Rollcall Vote No. 314
YEAS-93

Abdnor Glenn
Armstrong Goldwater
Baucus Gore
Bentaen Oorton
Blden Oramn
Bingaman Orassley
Boren Hart
Boschwitz Hatch
Bradley Hawkina
Bumpers Hecht
Byrd Heflin
Chafee Heina
Chiles Helms
Cochran Hollings
Cohen Humphrey
Cranston Inouye
D'Anato Johnston
Danforth Kassebaum
DeConcin' Kasten
Denton Kennedy
Dixon Lautenberg
Dodd Laxalt
Dole Leahy
Domenlci Levin
Durenberger Long
Eagleton Lugar
East Mathias
Evans Mataunaga
Exon Mattingly
Ford McClure
Garn McConnell

NAYS--
Andrews Harkin
Burdick' Kerry

NOT VOTING-
Hatfield

So the bill, H.R. 3128,
was passed, as follows:

H.R. 3128
Resolved, That the bill frol

Representatives (H.R. 3128
Act to make changes in spei
nue provisions for purposes
tion and program Improvera
with the budget process", do
following amendments:
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t it here to- Strike out all after the enacting clause
and insert:

President, I That this Act may be cited as the "Consoli-
dated Omnibus Budget Reconciliation Act

t, let me in- of 1985':
11lowing this TITLE I-COMMITTEE Oi AGRICUL-

the Compact TURE, NUTRITION, AND FORESTRY
Ill try to get AoRPCULTrRs, FosrESRY, AND RErLAD
am hopeful PROGRAMS
from Okls- Subtitle A--Agriculturl Exports

kdicating we Sec 101. Export sales of dairy products
nent on De- Subtitle B-Food Stamps and Commodity
rring on De- Distribution

PART 1-FooD STAMPS
the Senator Sec 111. Pubicly operated community
Senator from heal centers.
*t should be Sec. 112. Th.if` d plan.

Sec. 113. Disab
te. Regular Sec 114. Food distribution program on

Indian reservations.
P'ICER. The Sec. 115. Third-party paymerUt.

Sec. 116. Educational loans.
third time, Sec. 117. Nonrecurring lump-s*ypayments

bill pass. Sec. 118. Child support paymeJik
eas and nays Sec. 119. Homeownership component of
he clerk will shelter costs.

Sec. 120. Energy assistance payments
clerk called Sec. 121. Self-employment income.

Sec. 122. Monthly reporting and retrospec-
mce that the Sec.12. tive budgeting.

n[L~arce See. 123. Burial plots
[r. HATTFD.] See. 124. CategorJl eltgibility.

Sec. 125. Job trainft benefits
FICER (Mr. Sec. 126. Employment and training pro-
her Senators gra :

vote? Sec. 127 Aliens.
ced-yeas 93, Sec. 128. Sales taz.

Sec. 129. Alternative means fo-eupon issu-
I Leg.) ance.

Sec 130. Simplified applications and stand-
ardized benefits.

Mitchell Sec. 131. Redemption of coupons
Moynihan Sec. 132. Eligibility of the homeless
Murkowsi Sec. 133. Certification of information.
Nicklesr Sec 134. Verification.

Pacwood Sec 135. Photogphic identification cards
Peln Sec 136. Staggered suance of coupons
Pressler Sec. 137 Fraud det~4iorn
Proxmire Sec. 138. Food stamp-* Wformation and ap-
Pryor plications at Social Security
Quayle Administration offices.
Riegle
Rockefeller Sec. 139. Special supplemental food pro-
Roth gram
Rudman Sec. 140. Disqualification of retail food
8srbanes stores and civil money penal-
Sasser ties
Simon Sec. 141. Liability for overissuance of cou-
Slmpson pons.
Specter Sec. 142 Interest on claims against StateStafford
Stennis agencies.
Stevens Sec 143. Collection of claims.
Symmr Sec 144. Food stamp intercept of unemploy-
Thurmond ment benefits
Trible Sec 145. Administrative and judicial
Wallop review.
Warner
Wernker Sec. 146. Hours of operation
Wilson Sec. 147. Error rate reduction program.
Zorinaky Sec 148. Geogrophical error-prone profilea

Sec. 149. Cash payment pilot projects
Sec 150. Cash change pilot project.

Melcher Sec 151. Authorization for appropriations
Metzenbau Sec. 152. Transfer of funds.

-1 Sec 153. Puerto Rico block grant
PART 2-COMMODITY DISRIBUTIO N

as amended, Sec 160. Transfer of section 32 commod-
ities

Sec. 161. Commodity distribution program.
Sec 162. Commodity supplemental food

m the House of programn
) entitled "An Sec 163. Temporary emergency food assist-
nding and reve- ance program.
of deficit reduc- Sec 164. Distribution of surplus commod-
nent, consistent Uitie to special nutrition
o pass with the projects.

Sec 165. Donations by military commissaries

S 15489
PART 3--Err-T7vE DATEs

Sec. 170. Effective dates.
Subtitle C-Agricultural Credit

Sec. 181. Eligibility for real estate and oper-
ating loans.

Sec. 182. Water, waste facility, and commu-
nity facility loans and grants.

Sec. 183. Sale of notes and security.
Se 184. Rural industrialization assist-

ance.
Sec 125. Farm recordkeeping training for

limited resource borrowers
Sec. 186. Emergency loans
Sec. 18Z Settlement ofclaims
Sec 188 Transfer of loan accounts.
Se. 189. Oil and gas royalties
Sec. 190. Processing of loan applications
Sec. 191. Appeals
Sec. 192. Disposition and leasing of farm-

land.
Sec 193. Release of normal income security.
Sec. 194. Loan summary statements.
Sec. 195. Authorization of loan amounts.
Sec. 196. Interest rate reduction program.
Sec. 197 Study of Farm and Home Plan.
Sec. 198. Study of Farm Credit System.

TITLE I-COMMIT'TEE ON AGRICUL-
TURE, NUTRITION, AND FORESTRY

AORICULTURE, FORESRY, AND RELATED
PROGRAMS

Subtitle A-Agricultural Exports
EXPORT SAL OF DAR Y PRODUCTS

SEC. 101. (aJ In each of the fiscal years
ending September 30, 1986, September 30,
1987, and September 30, 1988, the Secretary
of Agriculture shall sell for export at such
prices as the Secretary determines appropri-
ate, not less than 150,000 metric tons of
dairy products owned by the Commodity
Credit Corporation.

(b) Such sales shall be made through the
Commodity Credit Corporation under exist-
ing authority available to the Secretary or
the Commodity Credit Corporation.

(c) Through September 30, 1988, the Secre-
tary shall report semiannually to the Com-
mittee on Agriculture of the House of Repre-
sentatives and the Committee on Agricul-
ture, Nutrition, and Forestry of the Senate
on the volume of sales made under this sec-
tion.

Subtitle B-Food Stamps and Commodity
Distribution

PART I-FOOD STAMPS
PUBLICL Y OPERATED COMMUNTTY HEALTH

CEA7RS
SEC. 111. (a) Section 3 of the Food Stamp

Act of 1977 (7 U.S.C. 2012) is amended-
(1) in subsection (f). by striking out

"which" and all that follows through 'pro-
viding" and inserting in lieu thereof " or a
publicly operated community health center,
under part B of title XIX of the Public
Health Service Act (42 U.S.C. 300x et seq.) to
provide"; and

(2) by inserting ': or a publicly operated
community health center," after "private
nonprofit institution" in the last sentence of
subsection (i).

(b) Section 10 of such Act (7 U.SC. 2019) is
amended. by inserting "publicly operated
community health centers or" after "pur-
chased, and".

THRIFrY FOOD PLAN

Src. 112. The first sentence of section 3(o)
of the Food Stamp Act of 1977 17 U.S.C.
2012(o)) is amended by striking out "fifty-
four" and inserting in lieu thereof 'tfty".

DISABLED MEMBERS
Sec. 113. Section 3(r) of the Food Stamp

Act of 1977 (7 U.S.C. 2012(r)) is amended-
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(1) by inserting "or" after the semicolon at

the end of clause (1);: and
(2) by striking out clauses (2) through (6)

and inserting in lieu thereof the following
new clause:

"(2) receives benefits, assistance or pay-
ments under a Federal law based on a deter-
mination of blindness or disability, or for
whom such determination is made, under
criteria that the Secretary determines are
the same as, or provide for substantially the
same degree of disability or blindness as, the
criteria for disability or blindness estab-
lished under sections 216(), 221(1), and
223(d) of the Social Security Act (42 U.S.C.
416(i), 421(1), and 423(d))."

FOOD DISTRIBUrION PROGRAM ON 1NDL4N
RESER VATIONS

SEC. 114. (a) Section 4(b) of the Food
Stamp Act of 1977 (7 U.S.C. 2013(b)) is
amended by inserting after the third sen-
tence the following new sentence: "For pur-
poses of preventing dual participation in
the food stamp program and the commodity
distribution program established under sec-
tion 4(a) of the Agriculture and Consumer
Protection Act (7 U.S.C. 612c note), the Sec-
retary and State agencies may match the
social security account numbers of partici-
pants in the food stamp program against the
account numbers of applicants for assist-
ance under the commodity distribution pro-
gram.

(b) Section 4(a) of the Agriculture and
Consumer Protection Act (7 U.S.C. 612c
note) is amended-

(1) by inserting "(1)" after the subsection
designation; and

(2) by adding at the end thereof the follow-
ing new paragraph.

"(2) In carrying out the program described
in paragraph (1), the Secretary shal--

"(A) require, as a condition of eligibility
for participation in such program, that each
household member furnish to the State
agency the social security account number
or numbers of such member; and

"(B) use such account numbers in the ad-
ministration of such program.

THIRD-PARTY PA YHfNT7
Sec 115. Section 5 of the Food Stamp Act

of 1977 (7 U.S.C. 2014) is amended-
(1) by inserting "exeept as provided in

subsection Ik)," after "household, " in subsec-
tion (d)tl); and

(2) by adding at the end thereof the follow-
ing new subsection.

"(k)(l) For purposes of subsection (d)(li),
except as provided in paragraph (2), assist-
ance provided to a third party on behalf of a
household by a 'etate or local government
shall be considered money payable directly
to the household if the assistance is provid-
ed in lieu of-

"(A) a regular benefit payable to the house-
hold for living expenses under a State plan
for aid to families with dependent children
approved under part A of title IV of the
Social Security Act (42 U.S.C. 601 et seq.); or

"(B) a benefit payable to the household for
living expenses under-

"(i) a State or local general assistance pro-
gram,; or

"(ii) other basic assistance program (as
determined by the Secretary).

"(2) Paragraph (1) shall not apply to-
"(A) medical assistance,
"(B) child care assistance,
"(C) energy assistance;
"(D) assistance provided by a State or

local housing authority; or
"(E) emergency and special assistance, to

the extent excluded in regulations prescribed
by the Secretary.".

EDUCATIONAL LOANS
SEC 116. (a) The proviso of section 5(d)(5)

of the Food Stamp Act of 1977 (7 U.S.C.

li-GRESSIONAL RECORD - SEN,
2014(td(5)1 is amended by inserting after
"child care expenses," the following: "and
no portion of any educational loans on
which payment is deferred, grants, scholar-
ships, fellowships, veterans' educational
benefits, and the like, ".

(b) Section 5(k) of such Act (as added by
section 115(2)) is amended by adding at the
end thereof the following new paragraph

"t3) For purposes of subsection (d)(l), edu-
cational loans on which payment is de-
ferred grants, scholarships, fellowhips, vet-
erans' educational benefits, and the like,
provided to a third party on behalf of a
household, shall be treated as money payable
directly to the househbld. "

NOMnrCURRING LUMP-SUM PA YMENTS

Ssc. 117. Section 5 of the Food Stamp Act
of 1977 (7 U.S.C. 2014) (as amended by sec-
tion 115(2)) is further amended-

(1) by inserting "except as provided in
subsection l)" after "settlements" in subsec-
tion (d)(8); and

(2) by adding at the end thereof the follow-
ing new subsection'

"(1) If the amount of benefits received by a
household under a State plan for aid to fam-
ilites with dependent children approved
under part A of title IV of the Social Securi-
ty Act (42 U.S.C. 601 et seq.) ol- the supple-
mental security income progra established
under title XVI of such Act (42 U.S.C. 1381
et seq.) is reduced or terninated as the result
of the receipt of a monrecurring lump-sum
paymenL the income of the household for
purposes of the foof stamp program shall in-
clude the amount of such benefts the house-
hold would have rceived but for such pay-
ment.("

CHILD SUPPORT PA YNEWS

SEC. 118. Section 5 of the Food Stamp Act
of 1977 (7 U.S.C. 2014) (as amended by sec-
tion 117(2)) is further amended-

(1) in subsection (d)-
(A) by striking out "and" at the end of

clause (11); and
(B) by inserting before the period at the

end thereof the following: -. and (13) at the
option of a State agency and subject to sub-
section (m), child support payments that are
excluded under section 402(a)(8)(A)(vi) of
the Social Security Act (42 U.S.C.
602(a)(lS)dANvi))" and

(2) by adding at the end thereof the follow-
ing new subsection:

"(m) If a State agency excludes payments
from income for purposes of the food stamp
program under subsection (d)(13), such
State agency shall pay to the Federal Gov-
ernment, in a manner prescribed by the Sec-
retary, the cost of any additional benefits
provided to households in such State that
arise under such program as the result of
such exclusion.':
HOMEO WNERSHIP CQMPONENT OF SHELTER COSTS

SEC. 119. "Section 5(e) of the Food Stamp
Act of 1977 (7 U.SC 2014(e)) is amended-

(1) by striking out "the homeownership
cormponent of shelter costs" in clause (I) of
the second sentence and inserting in lieu
thereof "the homeowners' cost maintenance,
and repair component of shelter costs"; and

(2) by striking out "homeoonership costs"
in subclause (tV of the'proviso of clause (2)
of the fourth sentence and inserting in lieu
thereof "the homeowners' cost, maintenance
and repair component of shelter costs".

ENERG Y ASSITANCE PA YMENTS
Sec. 120. Section 5(e) of the Food Stamp

Act of 1977 (7 U.S.C. 2014(e)) is amended by
inserting after the fifth sentence the follow-
ing new sentences' "If a State agency elects
to use a standard utility allowance, the
agency shall use a combined allowance for
all such households":
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SELF-EMPLO YMENT lNCOME

SEc. 121. Section 5(f)fl) of the Food Stamp
Act of 1977 (7 U.S.C. 2014(f)(l)) is amend-
ed-

(1) by redesignating subparagraph lB) as
subparagraph (C); and

(2) by inserting after subparagraph (A) the
following new subpararaaph.

"(B) If the average amount of self-employ-
ment income of a household does not reflect
accurately the actilal monthly circum-
stances of such household because such
household experienced a substantial in-
crease or decrease in business earnings, the
self-employment income of such household
shall be calculated on the basis of the antiti-
pated earnings of such household. ':

MONTHLY REPORTINO AND RrTROSPA7T E
BUDGETING

Src. 122. (a) Section 5tf)12) of the Food
Stamp Act of 1977 (7 U.S.C. 2014(f)(2W} is
amended-

(1) by amending subparagraph tA) to read
as follows

"(A) Household income shall be calculated
on a prospective basiF as provided in para-
graph (3(A), in the case of-

"(i) migrant farmworker houseolds' and
"(ii) households-
"(1) that have no earned income, and
"(II) in which all adult members are elder-

ly or disabled members. '
(2) in subparagraph (B)-
(A).in clause (i)-
ti) by inserting "under the first sentence of

section 6(c)(1)" after "permintted"; and
(ii) by striking out "under section 6(c)11

of this Act ";
(B) by striking out "(it)" and all that fol-

lows through "members,"; and
(C) in clause (iti)-
(i) by striking out "(tiW" and inserting in

lieu thereof "it)'";
(it) by striking out "other than a migrant

household" and inserting in lieu thereof
"other than a household described in sub-
paragraph (A)";

(Iit) by inserting "under the first sentence
of section 6Jc)(1)" after '"not requtred"; and

(iv) by striking out "under section 6(c)(1)
of this Act"; and

(3) by striking out subparagraph (C) and
inserting in lieu thereof the following new
subparagraph&

"(C) Except as provided in subparagraphs
(A) and (B), household income for house-
holds that have earned income, and for
households that include any member who
has recent work history, shall be calculated
on a retrospective basis, as provided in
paragraph (3)(B).

"(D) Household income for all other house-
holds may be calculated at the option of the
State agency, on a prospective basis as pro-
vided in paragraph (3)(A) or on a retrospec-
tive basis as provided in paragraph (3)(B).':

(b) Section 6(c)(1) of such Act (7 U.S.C.
2015(c)(1)) is amended-

(1) in the first sentence, by striking out
"certain" and all that follows through
"members," and inserting in lieu thereof
'households with respect to which household
income is required by section 5(f)(2)(C) to be
determined on a retrospective basis"; and

(2) by inserting after the second sentence
the following new sentence. "State agencies
may require households, other than house-
holds with respect to which household
income is required by section 5(f)(2)(A) to be
calculated on a prospective basis, to file
periodic reports of hosehold circumstances
in accordance with standards prescribed
under the preceding provision. of this para-
graph by the Secretary.".
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Sec. 121 Section 5(gJ of the Fo Sod
Act of 19771 7 U.S.C 2014oi1) is amemid by
adding at the end thereof Lke folhtain am
sentenee: "The Seretory shall ecle from
financial resources the value of a burial pt
for each member of a household

CATEGORICAL Eo GBZiJTY
SEC. 124. (a) Subsection (1) of section 5 of

the Food Stamp Act of 1977 (7 U.&C.
2014j)) is amended to read as fotlow,' I

"/j) Notwithstanding subsections Ifa
through (i), a State agesicy may consider a
household to have satisfied the income and
resource limitations for participation in the
food stamp program prescribed under this
section if-

"(1) each member of the household receives
benefits under-

"(A! a State plan for aid to families wth
dependent children approved under part A
of title IV of the Social Security Act (42
U.S.C. 601 et seq.);

"lB) the supplemental security income
program established under title XVI of such
Act (42 US. C 1381 et seq); or

"(C) a State plan approved under title I,
X, XIV, or XVI of such Act (42 U.S.C 301 ce
seq.); and

"(2) the income of the household does not
exceed the applicable income standards of
eligibility established under subsection
(e)(2). ",

(b) Section 11(t) of such Act f7 U.S.C.
2020(ti)) is amended by adding ai the end
thereof the following new sentencp "A State
agency may not deny or terminate benefits
to a household under the food stamp pro-
gram solely on the basis of the denial or ter-
mination of benefits to such household
under a State plan for aid to familife sit
dependent children approved under part A
of title IV of the Social Security Act (42
U.S C. 601 et seq.), the supplemental security
income program established under title XVI
of such Act (42 U.S.C. 1381 et seq.), or a
State plan approved under title I, X, XIV, or
XVI of such Act (42 U.S.C 301 et seq.) with-
out a separate determination by such
agency that such household has failed to sat-
isfy the eligibility requirements for partiet-
pation in the food stamp program'.

(c) Section 17of such Act (7 U.S.C. 926) is
amended-

(1) by striking out subsection (d); and
(2) by redesignating subsections (eJ and (f!

as subsections td) and (el, respectively.
JOB TRANO NG BSNlTS

Ssc 125. Section 5 of the Food Stamp Act
of 1977 t7 U.S.C. 2014) (as amended by sec-
tion 11(8t2 is further amended by addtin at
the end thereof the following new subsection.

"(n) Notwitthstanding section 142(b) of the
Job Training Partnership Act (29 U.SC.
1552(b)), allowances, earningx and pay-
ments received by individuals as a result of
participation in a program authorizd
under such Act, other than needs-based el-
lowances and payments received under such
program, shall be considered income for pur-
poses of the food stamp program.':

EMPLOYMENT AND MR.NIJU PROGRAM

Sec 126. (a) Section 6(d) of the Food
Stamp Act of 1977 (7 U.S.C. 2015(d)) is
amended-

(1) in paragraph (1)-
(A) by striking out "eighteen" in the

matter preceding clause (I) of the first e-n-
tence and inserting in lieu thereof "sixtees',

(B) by striking out clause (Iii of the first
sentence and inserting in lieu thereof the
following neo clause: "(it) refuses without
good cause to participate in an employment
and training program under paragraph 4),
to the extent required under ruch pararaph,
including such reasonable employment re-
quirements as are prescribed by he State
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&#w t n aceemrdaa vM su* Paragraph,
except that the period of ief~ bit under
this lause salll be two montAst and

(C) by adding at the end there ae hAow-
ie war setences "A period of tin ytjty
for a violation of a requirement oi &r arw-
graph shall lerminate when the heasald
member who committed the viaoi coze-
plies with such requiremenL If the hause-
hold member who committed te violation
leaves the household during the riod cof tx-
ehgibiit, such household shal no wonger be
subjeet t6 a sanction for such violation ad,
if the household is otherwise elible may
resume participation in the program Any
other houshold that such person tderefter
Joinr shL be inegile for the balancee of the
period of iti ig";

(2) in par rav (2)-
(AJ by str out "a dependent child

under age six or an incapacitated person"
in clause (B) and inserting in lieu thereof
"it) a dependent child under age six except
that a State agency may require such parent
or guardian to comfpy with such work re-
quiements if the chid is age three or over
and adequate child care is avatlable, or Iit)
an incapacitated persoW''

(B) by striking out "or" - end of clause
YD); and ,

(C) by inserting before the period at the
end thereof the following: "; or (F) a person
between the ages of sixteen and eighteen
who is not a head of a household or who is
attending school on afull-time basis' and

(3) by adding at tAe end thereof the fojow-
i.o new pareara_'

"'4)(A) A Sta-e:ncy shall mplement an
employment and tiiT program designed
by the State agency, pursuant to guidelines
established by the Secretary, to assist men-
bers of households receiving benefits under
this Act in gaining skills, training, or epe-
rtence that will increase their ability to
obtain regular employment

"(B) In the case of perswas who participat-
ed in the food stamp progrannfor a period of
more than 30 consecutive dGus and who are
subject to employment requirements under
this section, a State agency shall place in
such program not less than-

"(t) by September 30, 19&7, 25 percent of
such persons;

"ffti by September 30, I98* 35 percent of
such persons' and

"(tit) by September 30. j990 and therefter,
45 percent of such persons

"(C) For purposes of this Act. an 'employ-
ment and training program' means a pro-
gram that-

"ti) contains one or more of the compo-
nents descrit in subparagraph (D), (E),
(F), or (G); and
- "(ii) meets criteria established by the Sec-
retary.

"ID) A job search training program de-
scribed in this sutbparagraph shall include,
to the extent determined appropriate by the
State agency, reasonable job search training
and support activities that may consist of
jobs skiMs assesments, ob finding clubs,
training in techniques for employabItity, fob
placement services, or other direct training
or support activittes, including education
programs, determined by the State agency to
expand the job search abilities or employ-
ability of persos subject to the program.

"'E)it/ A program described in this sub-
paragraph shall be dsigned-

"I) to improve the employability of house-
hold members through actual work expert-
ence or training, or both; and

"(11) to enable individuals employed
under such program to become employed
prompty in regular public or private em-

'It"IA State ageey mm ue afeUittr of a
State public e _mplopmont m or agency
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operatit7 a program ancf Me Jo& rftn¢n
Pertne7ship Act ( U.S.C. 156!-ct m/! to
fnd rr t eng t rafnrn oppOrtXWd-
ties for household members under Me pro-
gram eseribed in thfO subvaragprt

W'tif A State agenc shaff rnff
ployment or trtaiing expeerre n sce
under such program to a profect tMat serves
a use)ft pbtC purpose in a field such as
health, social services, environmenFrI pro-
tection, education, urban and rural develop-
ment and redevelopment, welfare, recrea-
tion, public facilities public safety, or day
care

"Hv) To the extent possible, a State agency
shall use the prior training, experience, and
skills of a member participating in such pro-
gram in making appropriate employment
experience assignments under such pro-
grarm

"Iv) In carrying out a program under this
subparagraph, a State agency--

~"e shall not provide any work that has
the effect of replacing the employment of an
individual not participating in tuch pro-
gram; and

III) shall provide the same hbeneFt and
working conditions that are provided at the
job site to employees performting comparable
work for comparable hours.

"(F) A program deseribed in this sabara-
graph shall include a workfare Wwporam op-
eraoted under sectio 20.

"(GJ A program described in this ra-
graph shall include other programs projects,
and experiments (atch as a supported work
program), approved by the Secretary, that
are aimed at acconrpishi t pnrpoOeso of
employment and training programs estab-
lished under Lis paracraph

"(H) A State ageney may pro"ed that par-
ticiotioa in an em pyment and training
program established ner thi paragraph
may sapplement or suppant other reouire-
rment imposed on inedtivtaz subtect to
such program

"(Iti In carryi out a promram under
this paragrapr a State agecy may exempt,
in aecocdaeee with criteria established by
the Suetarl a · caory of household mem-
benfrom requirement imposed under such
program if te State aeocy determines that
the alplicatio such requirement to such
category is impracticable due to factors such
as the avitlabitli of work boportunities
and the cnt effctiness of employmen t re-
quxrements

'ifJ In making a deterinattion under
ceis fit, a State agency may designete a
category consisting of all such household
members residing in a speciied area of a
State.

fYii) A State agency shall elso exempt
from such requirement, or suspend the ap-
plication of such requirement to, an indi-
vidual household member not included in
surh category bt with respect to whom the
State agency determines that the applica-
tion of such requirement is impracticable
due to personal circumstances such as a
lack of job readiness and employabiHity, the
remote loeation of work opportunities, and
unavailability of dependent care.

"tOv) An exemption of a category or
member by a State agency under this sub-
paragraph shall not affect the requirement
of such agency to comply with subparagraph
(B).

"?J)fi) The total number of hours of work
in 'an employment and training program
carried out under this paragraph required of
members of a household in any month col-
lecttvelv, together with the hours of work of
such members in any program carried out
under section 20, may not exceed a number
ofhours equal to the allotment of the house-
hold for such month divided by the higher of
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the applicable State minimum wage or the
Federal minimum hourly rate under the
Fair Labor Standards Act of 1938 (29 U.S.C.
201 et seq.).

"(ii) The total number of hours of partici-
pation in such program required of any
member of a household individually, in any
month, together with any hours worked in
any program carried out under section 20
and any hours worked for compensation tin
cash or in kind) in any other capacity, may
not exceed 120 hours per month.

"(K(il) A State agency shall establish such
requirements as the State agency determines
to be appropriate for individuals required to
participate in a program described in sub-
paragraph (C) that the State agency has not
selected as a result of such subparagraph.
Such requiremnents may vary among partici-
pants

"(ti) A State agency may operate a pro-
gram described in subparagraph (C) that the
State agency has not selected as a result of
such subparagraph.

"ifi{) A State agency shall permit individ-
uals not required to participate in an em-
ployment and training program, or who
have completed or are in the process of par-
ticipating in such program, to participate
in any program established under this para-
graph.

"(L) The Secretary shall ssue guidelines
that, to the maximum extent practicable,
enable a State agency to design dnd operate
an employment and training program under
this paragraph that is compatible and con-
sistent with similar programs operated
within the State.

"(M) A State agency shall reimburse par-
ticipants for the actual costs of transporta-
tion, and other actual costs, that are reason-
ably necessary and directly related to par-
ticipation in the program but not to exceed
$25 in the aggregate per month.

"(N)(t{ The Secretary shall assure that
State agencies comply with the requirements
of this paragraph and section 11(e)(221.

"(ii) If the Secretary determines that a
State agency has failed to comply with such
a requirement, the Secretary may withhold
from such State in accordance with section
16 ta), (c), and (h) such funds as the Secre-
tary determines to be appropriate, subject to
administrative and Judicial review under
section 14.

"(0) The Secretary shall ensure, to the
extent practicable and in cooperation with
the Secretary of Labor, that employment
and training programs are provided to Indi-
ans residing on an Indian reservation in
proportion to the number of persons de-
scribed in subparagraph (B) that reside on
such reservation.

(b) Section 11(e) of such Act (7 U.SC.
2020(e)) is amended-

(1) by striking out "and" at the end of
paragraph (20);

(2) by striking out the period at the end of
paragraph (21) and inserting in lieu thereof
a semicolon, and

(3) by adding at the end thereof the follow-
ing new paragraph.-

"(22) the plans of the State agency for car-
rying out employment and training pro-
grams under section 6(d)(4), including the
nature and extent of such programs and the
geographic areas and households to be cov-
ered under such programs,'".

(c) Section 16 of such Act (7 U.SC. 2025) is
amended by adding at the end thereof the
following new subsection

"(h)(l) For the payment to each State
agency of the full cost (except as otherwise
provided in this subsection) of carrying out
an employment and training program under
section 6(d)(4), the Secretary shall allocate
from funds appropriated for such fiscal year
under section 18(a)(1)-

"(A) for the fiscal year ending September
30 1986, $40,000,000;

"(B) for the fiscal year ending September
30, 1987, $50,000,000;
"(C) for the fiscal year ending September

30, 1988, $60,000,000; and
"(D) for the fiscal year ending September

30 1989, 1989, 75,000,000.
"(2) If in carrying out such program a

State agency incurs costs that exceed the
amount payable to the State agency under
paragraph (1), the Secretary shall pay such
State agency in accordance with subsection
(a) an amount equal to 50 percent of such
additional costs.

"(3) The Secretary shall in accordance
with subsection (a) reimburse each State
agency in an amount equal to 50 percent of
the total amount of payments made or costs '
incurred by the State agency to reimburse
participants for the actual costs of transpor-
tation, and other actual costs, that are rea-
sonably necessary and directly related to
participation in an employment and train-
ing program established under section
6(d)(4) but not to exceed $25 in the aggre-
gate per month

"(4) Funds provided to a State agency
under this susectlon-

"(A) map be used only for operating an
employment and training program under
section 6(d)(4); and

"(B) may not be used for carrying out
other provisions of this Act

"(5)(A) The Secretary shall monitor the
employment and training programs carried
out by State agencies under section 61(d)(4)
to measure their effectiveness in terms of-

"(i) the increase in the numbers of house-
hold members who obtain employment, and

"(fi the numbers of such members who
retain such employment,
as a res4U of their participation in such
programs.

"(B) Not later than January 1, 1989, the
Secretary shall report to the Committee on
Agriculture of the House of Representatives
and the Committee on Agriculture, Nutri-
tion, andForestry of the Senate on the effec-
tiveness of such employment and training
programs ':

(d) Subsection (b) of section 20 of such Act
(7 U.S.C. 2029(b)) is amended to read as fol-
lows:

"(b)(1) A household member shall be
exempt from workfare requirements imposed
under this section if such member is-

"(A) exempt from section 6(d)(1) as the
result of clause (B), (C), (D), (E), or tF) of
section 6(d)(2); or

"(B) at the option of the operating agency,
subject to and currently actively and satis-
factorily participating at least 20 hours a
week in a work training program required
under title IV of the Social Security Act (42
U.S.C. 601 et seq.).

"(2)(A) Subject to subparagraphs (B) and
(C), in the case of a household that is
exempt from work requirements imposed
under this Act as the result of participation
in a community work experience program
established under section 409 of the Social
Security Act (42 U.S.C. 609); the number of
hours in a month for which all members of
such household may be required to partici-
pate in such program shall equal the result
obtained by dividing-

"(O the amount of asristance paid to such
household for such month under title IV of
such Act, together with the value of the food
stamp allotment of such household for such
month, by

"(i) the higher of the Federal or State
minimum wage in effect for such month.

"(B) In no event may any such member be
required to participate in such program
more than 120 hours per month.

"(C) For the purpose of subparagraph
(A)ti), the value of the food stamp allotment
of a houehold for a month shall be deter-
mined in accordance with regulations gov-
erning the issuance of an allotment to a
household that contains more members than
the number of members in an assistance
unit established under title IV of such Act ':

ALIENS
SEc. 127 (a) Clause (2) of thefirst sentence

of section 6(f) of the Food Stamp Act of 1977
(7 U.S.C. 2015(f)) is amended-

(1) in subclause (D), by striking out "sec-
tion" and all that follows thrOugh "calami-
ty" and inserting in lieu thereof "sections
207 and 208 of the Immigration and Nation-
ality Act t8 U.S.C. 1157 and 1158)"; and

(2) in subclause iF), by striking out "be-
cause" and all that follows through "opin-
ion':

(b) The last sentence of section 6(f) of such
Act is amended by striking out "'less a pro
rata share)".

sV rAx
SEc. 128. (a) Section 7(b) of the Food

Stamp Act of 1977 (7 U.S.C. 2106(b)) is
amended by inserting ', except that the
transaction of coupons may not be a taxable
event" after "such stores"':

(b) The amendment made by subsection
(a) shall apply to a State (or political subdi-
vision thereof) beginning on the first day of
the fiscal year that commences in the calen-
dar year during which the first session of
the legislature of such State is convened fol-
lowing the date of enactment of this Act.

ALTERNA7VE MANS OF COuPON ISSUANCE
SEc 129. Section 7(g)(1) of the Food Stamp

Act of 1977 (7 U.S.C. 2016(g)(1)) is amended
by striking out "may" in the matter preced-
ing clause (A) and inserting in lieu thereof
"shall':

81MPLnIED APPLICATIONS AND STANDRDIZED

Sec. 130. Section 8 of the Food Stamp Act
of 1977 (7 U.S.C. 2017) is amended by adding
at the end thereof the following new subsec-
tion:

"(e)(1) The Secretary may permit a State,
on request, to operate a program under
which a household shall be considered to
have satisfed the application requirements
prescribed under section 5(a) and the
income and resource requtrements pre-
scribed under subsections (d) through (g) of
section 5 if such household-

"(A) includes one or more members who
are recipients of-

"(i1 aid to families with dependent chil-
dren under part A of title IV of the Social Se-
curity Act (42 U.S.C. 601 et seq.);

"({i) supplemental security income under
title XVI of such Act (42 U.S.C. 1381 et seq.);
or

"(iii) medical assistance under title XIX
of such Act (42 U.S.C. 1396 et seq.); and

"(B) has an income that does not exceed
the applicable income standard of eligibility
described in section 5(c).

"(2) Except as provided in paragraph (3),
a State that elects to operate a program
under this subsection shall base the value of
an allotment provided to a household under
subsection (a) on-

"(A)(t) the size of the household,- and
"(li)(l) benefits paid to such household

under a State plan for aid to families with
dependent children approved under part A
of title IV of the Social Security Act, or

"11) the income standard of eligibility for
medical assistance under title XIX of such
Act, or

"(B) at the option of the State, the stand-
ard of need for such size household under
the programs referred to in clause (A)tii).
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"('73) The Secretary ha. amnJUt the value of

allotments received by households under a c
program operated under this sbsectio to a
ensure that the average allotment by house-
hold size for households portlcipting in tU
such program and receiving such aid to if
families with dependent children such - it
plemental security ineome or such medical a
assistance as the case may be, is not less
than the average allotment that would have
been provided under this Act but for the o0-
eration of this subsection, for each category a
of households, respectively, in a State, for
any period during which such program is in s
operation.

"(41 The Secretary shall evaluate the
impact of programrns operated under this sub-
section on recipient households, administra- e
tive costs, and error rates

"(5) The administrative costs of such pro-
grams shall be shared in accordance wtth
section 16.

"(6) In implementing this section, the See-
retary shall consult with the Secretary of
Health and Human Services to ensure that
to the extent practicable in the case of
households participating in such programs,
the processing of applfications for, and deter-
minations of eligibility to receive, food
stamp benefits are simplified and are ?ni-
fied with the processing of appications for,
and determinations of eligibility to receive,
benefits under such titles of VMe Social Secu-
rity Aet (42 U.S.C 601 et seq.). "

REDEMPO or OF COUPONS

Sec. 131. Section 10 of the Food Stamp Act
of 1977 (7 U.S.C. 20191 is amended by adding
at the end thereof the followting ne sen-
tencc "A financial institution may not
impose on, or collect from, a retail food
store a fee or other charge for the redemp-
tion of coupons that are submitted to the fi-
nancial institution in order to defray the
costs of complying with a requirement, other
than a requirement relatig to the cancella.
tion of coupons, for the presentation of cou-
pons by the financial institution to a Feder-
al Reserve bank.:

ELJGIBILITY OF THE HOMELESS

SEc. 132. Section 11(fel2) of the Food
Stamp Act of 1977 (7 U.S.C. 2020(e(l2)) is
amended-

(1) by striking out the semicolon at the
end thereof and inserting in lieu thereof a
period, and

(2) by adding at the end thereof he follow-
ing new sentences: '"The State agency shall
provide a method of certifying and issuing
coupons to eligible households that do not
reside in permanent dwellings or who do aod
have fixed mailing addresses. In carrying
out the preceding sentence the State agency
shall take such steps as are necessary to
ensure that participation in the food stamp
program is limited to eligible households. ".

CERT7nICATI70N O INFORMAT7ON

SEc. 133. Section 11(e)(2) of the Food
Stamp Act of 1977 (7 U.S.C 2020(e)(2J) (as
amended by section 132) is further amended
by adding at the end thereof the following:
"Each adult member of a household that is
applying for a coupon allotment (or 4n the
case of a household described in paragraph
(9)(A), an adult member of such household
that is applying for a coupon allotment) or
is required to file a periodic or other report
under section 6(c)(l) shall be required to cer-
tify in writing. under penalty of perjury, the
truth of the information contained in the
application for the allotment or the report,
respectively;:"

VERIFICATION

SeC. 134. Section 11(e)(3) of the Food
Stamp Act of 1977 (7 U.S.C. 202V1(eM31) is
amended-

11) by striking out "only" after "verifica-
lion"
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12) by inasrting % household size tin any

ase suck size is questionable)," after "Act)";
nd
(3) by striking Out "any factors" and all

that folos tAhroueagh-1 e rtarle' and
lrtsne in ieu tk~me '* Other ebiW -

ty feetws a tae State ancy ~ det2mn
aFe ucesBry"

p1on' RAPHIC IDENTIICATION CARDS

·Sc. 135. Section 11(e)(161 of the Food
;tamp Act of 1977 (7 U.S.C. 2020(e)(16)) is
tneended-
(t) bly ~sttikw out "last sentence" and in-

,erting in lieu thereof "fourth sentence'c
(2) by ilense , aml would be cost effee-

tive" after 'integrVy'
(3) by striking out the semicolon at the

end thereof and inserting in lieu theof a
period, and

(4) by adding at the end ther Mthe follo-
ing "T7e State agency mwa permit a
member of a hosehold t comply with this
paragraph by presenting a pbotographic
fdentification card used bo receie assist-
ance under a welfare or public assistance

STAGGERED IvSUANC OF COOVPON

SEC. 136. Section 11eJ of Bte Food Stamp
Act of 1977 (7 U.S.C. Z2'lt, fas amended
by section 126(b)) is further amended by
adding at the end thereof the follouwng new
paragraphl

'(23) at the option of the State agencr, for
the staggered issnce of coupons to recifpi-
ents throughout a moth, except that not
more than 40 days may elapse between Ote
issuance of coupons to a household as a
result of such staggered issuance,'

FRAUD DETECTION

SEC. I3Z7 Section Ile) of the Food Stamp
Act of 1977 (7 U.5C. 2020(eJ) tas amended
by section 136) is further amended by
adding at the end thereof the following rneo
paxagrapph

"(24) in a project area in which 5,000 or
more households part iipate in the food
stamp program, for thle eigb~i&tlnt and
operation of a unit for t"4action of fraud
in the food stamp program including the in-
vestigation, and assistance in the proeeeu-
tio, of suc fraud and".
FOOD STAMP I{FORMATION AWD APPLCIO AJT

SOCIAL SECUVrTY ADMINISTRATrON oFWCES

Sec. 13& a) Caause (21 of the ftrst setece
of section 11(t) of the Food Stamp Act ed
1977 (7 U.S. C 2'02i)) is amended-

(1) by inserting "applicants for or" after
'rnembers are'"; a

(2) by striking out "permitted" and all
that follow4 through "ofice" and Inserting
in lieu thereof "informed of the availability
of benefits under the food stamp prograM,
and the availability of assistance in makin
a simple application to participate in such
programn, at a local office of the Social Secu-
rity Administration".

fb) Subsection (j) of section 11 of such Act
is amended to read as follows:

"(j)(l) Under regulations prescribed by tbi
Secretary in conjunction with the Secretrl
of Health and Human Services, an individ-
ual who is am applicant for or recipient a
benefits unde, title II of the Social Securit,
Act (42 U.S.C, 401 et seq.) shall be tineoe
of the availability of benefits under the fooc
stamp program, and the 'availability o]f
simple application to participate in sul
program, at a local office of the Social Secu
rity Administration

"(2) The Secretary and the Secretary o
Health and Human Services shall revise th
memorandum of understanding in effect oi
the date of onttwent of the Conrtsolidatei
Omnibus Budret Reconciliation Act of 1981
regarding services to be provided in such ar
offee under this subsection and subsecEtio
(if. in a manner to ensure that-
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"(Al an applicant for or reciient of bee-

fits under title I1 of the Social Security Act
is adequately notified in sucf eO0eCe et as-
sistance may be available to Vsucrh APicant
or recipient under this Act,

"(B) an application for assistance under
cris Act receved from a hoehold in which

all members of such household are appi-
cants for or recipients of assistance under
the supplemental security income program
estabshed under title XVI of the Social Se-

curity Act t42 U.SC. 1381 et seq.l be for-
warded immediately after receipt to the
State agency in an efficient and timely
manner; and

"IC) the Secretary of Health and Human
Services receives from the Secretary reim-
burement for costs incurred to carry out
this subsection and subsection i ). "

Icl Not later than 188 days after the date
of the enactment of this Act, the Secretary of
Health and Human Services shall submit to
the Co0mittee on Agriclture of the House
of ReprenstativCs d the Committee on
AgricultUre, Nutritio, and Forestry of the
Seate a report that describes the nature
and extent of costs Incurred by such Secre-
tar Jo comply with suoections il and j) of
sectioa 11 of the Food Stamp Act of 1977 (as
amended by subsctios (la) and b). respee-
tively).

S7rCIAL 8$WPUL7rl FOOD PROOCW

Sec. 139. (a) Section 12 of the Food Stamp
Act of 1977 (7 U.S.C. 221) tis amended by
adding at the end thereof the following new
subsectionl

"le) NotwitUtarddi'f section 17 of the
Child Mdtrition Aet of 1966 (42 U.S.C. 1786),
a retail food store or wholesak food concern
that has been disqualified under subsection
(at shall be ineligible during the period of
disqualification to participate in the special
supplemental food program established
under section 17 of such Actl'

lb) The second sentence of section 9(tc of
the Food Stamp Act of 1977 (7 U.S.C.
2018(cJ is amended by striking out "this Act
or the regulations issued pursuant to this
Act- and inserting in lieu thereof this Act
or section 17 of the Child Nutrition Act of
1966 (42 U.S.C. 1786) or the regulations
issued to carrv out this Act or such section :

DISQruLLAc TON oFr RETAL FOOD SroRES AND
C7IL MONEY PENALTIES

SsE. 140. (taJ Section 12 of the Food Stamp
Act of 1977 (7 U.S.C. 2021) (as amended by
section 139(aJ) is further amended by
adding at the end thereof the following new
subsection.

(f)fl(A) If a retail food store or0wh eole
food concern disqualtfied under subsection
(a) is sold or otherwise transferred, such
store or concera shall be subject to a civil
money penanty.

"(B) The amount of such penalty shall-
t ") be establtshed by the Secretary

through regulations' and
· "t(i) reflect that portion of the disqualifi-

cation period that has not yet expired
_ "(C) U such store or concern has been dis-

qulified permanentl) the amount of such
penalty shall be double the penalty imposed
for a 10-year disqalification period as de-
termined under reulations isued by the
Secretary.

" lD) Notwithstanding the imposition of
. such penrlty, the disqualicatio n period im-

posed under subsection Ib) shall continue in
f effect as to the seller or transferor of such
e store or concern.
n "t2)(A) After a civil money penalty im-
I posed under paragraph (1) has become final
, pursuant to section 14a), the Secretary may
r request the Attorney General to institute a
s civi action to collect such penalty in a dis-

trot court of the United States for any dis-
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trict in which the person against whom the
penalty is imposed is found, resides, or
transacts business.

"(B) Such court shall have Jurisdiction to
hear and decide such action.

"(C) The validity and amount of such pen-
alty shall not be subject to review in such
actio ':"

(bJ Section 9(b) of such Act (7 U.SC.
2018(b)) is amended-

(1) by inserting "(1)" after the subsection
designation; and

t2) by adding at the end thereof the follow-
ing new paragraph:

"(2)(A) If a buyer or transferec of a retail
food store or wholesale food concern has
actual or constructive notice of an out-
standing civil penalty imposed under sec-
tion 12(f) at the time of the sale or transfer
of such store or concern, such store or con-
cern may not accept or redeem coupons
until the Secretary receives full payment of
such penalty.

"(B) To the extent permitted under lawA
the Secretary shall ensure that an encum-
brance created under this paragraph is re-
corded in an appropriate State or local
public office.

"(C) The seller or transferor of such store
or concern shall advise a buyer or transferee
prior to the sale or transfer of the limitation
imposed by this paragraph.

"(D) The store or concern of the buyer or
transferee may not, as a result of the sale or
transfer of such store or concern, be required
to furnish a bond under section 12(d).':

LIABIrIT'Y FOR OVERISSUACE OF COUPONS

SEc. 141. Section 13(a) of the Food Stamp
Act of 1977 (7 U.S.C. 2022(a)) is amended-

(1t) by inserting "(1)" after the subsection
designation, and

(2) by adding at the end thereof the follow-
ing new pagrgraph

"t2) Each adult member of a household
shall be Jointly and severally liable for the
value of any overissuance of coupon& "

INTEREST ON CLAI4 AGAIrNST STATE AGENCIES
SFc. 142. Section 13(a) of the Food Stamp

Act of 1977 (7 U.S.C. 2022(a)) (as amended
by section 141) is further amended by
adding at the end thereof the following new
paragraph:

"(3) A State agency shall be liable for in-
terest on a claim assessed against the State
agency under this Act from the date of the
final administrative determination made
with respect to such claim under section
14(a). ':

COLLECTION OF CLAlMS
SEc. 143. (a) Section 13(b)(1)(B) of the

Food Stamp Act of 1977 (7 U.S.C.
2022(b)(1)(B)) is amended-

(1) by striking out "may" and inserting in
lieu thereof "shall'" and

(2) by inserting ", unless the State agency
demonstrates to the satisfaction of the Sec-
retary that such other means are not cost ef-
fective" before the period at the end thereof.

(b) Section 13(b)(2)(A) of such Act is
amended-

(1) by inserting after the first sentence the
following new sentence: "State agencies may
collect any claim against a household aris-
ing from the overissuance of coupons as the
result of an error of the State agency by re-
ducing the monthly allotments of the house-
hold.", and

(2) by striking out "These collections" in
the last sentence and inserting in lieu there-
of "Collections under this subparagraph':

FOOD STAMP INTERCEPT OF UNEMPLOYM£ENT
BENEFITS

SEC. 144. (a) Section 13 of the Food Stamp
Act of 1977 (7 U.S.C. 2022) is amended by
adding at the end thereof the following new
subsection:

"(c)(1) As used in this subsection, the term
'uncollected overLssuance' means the

amount of an overissuance of coupons, as
determined under subsection (b)(1), that has
not been recovered pursuant to subsection
(b)tl).

"(2) A State agency may determine on a
periodic basis, from information supplied
pursuant to section 3(Vb of the Wagner-
Peyser Act (29 U.S.C. 49b(b)), whether an in-
dividual receiving compensation under the
State's unemployment compensation law
(including amounts payable pursuant to an
agreement under a Federal unemployment
compensation law) owes an uncollected
overissuance

"(3) A State agency may recover an uncol-
lected overissuance-

"(A) by-
"(I) entering into an agreement with an

individual described in paragraph (2) -under
which specifted amounts will be withheld
from unemployment compensation other-
wise payable to the individual, and

"tii) furnishing a copy of the agreement to
the State agency administering the unem-
ployment cotgensation law; or

"t(B) in the absence of an agreement, by
obtaining a writ, order, summons, or other
similar process in the nature of garnshrtient
from a court of competent jurisdiction to re-
quire the withholding of amounts from the
unemployment compensation. ':

(b(1t) Section Ile) of the Food Stamp Act
of 1977 (7 U.S.C. 2020(e)) (as amended by
section 137) is further amended by adding at
the end thereof the following new para-
graph:

'(25) at the option of the State, for proce-
dures necessary to obtain payment of uncol-
lected overissuance of coupons from unem-
ployment compensation pursuant to section
13(c). ".

(2) Section 3tb) of the Wagner-Peyser Act
(29 U.S.C. 49b(b)) is amended-

(A) by striking out "or" the second place it
appears and inserting in lieu therof a
comma, and

(B) by inserting after "such Act," the fol-
lowing: "or of a State agency charged with
the administration of the food stamp pro-
gram in a State under the Food Stamp Act
of 1977 (7 U.S.C. 2011 et seq.),".

(3) Section 303(d) of the Social Security
Act (42 U.S.C. 503(d)) is amended--

(AJ by redesignating paragraphs t2) and
(/) as paragraphs (3) and (4), respect"ely;
and

(B) by inserting after paragraph (1) the
following new paragraph: -

"(2)(A) For purposes of this paragraph the
term 'unemployment compensation' means
any unemployment compensation payable
under the State law (including amounts
payable pursuant to an agreement under a
Federal unemployment compensation law).

"(B) The State agency charged with the
administration of the State law-

"(t) may require each new applicant for
unemployment compensation to disclose
whether the applicant owes an uncollected
overissuance (as defined in section 13(c)(l)
of the Food Stamp Act of 1977) of food
stamp coupons,

"(ti) may notify the State food 'stamp
agency to which the uncollected overis-
suance is owed that the applicant has been
determined to be eligible for unemployment
compensation if the applicant discloses
under clause (t) that the applicant owes an
uncollected overissuance and the applicant
is determined to be so eligible.

"(iii) may deduct and withhold from any
unemployment compensation otherwise pay-
able to an individual-

"(I) the amount specified by the individ-
ual to the State agency to be deducted and
withheld under this clause,

"(II) the amount tif any) determined pur-
suant to an agreement submitted to the

State food stamp agency under section
13(c)(3)(A) of the Food Stamp Act of 1977, or

"1III) any amount otherwise required to be
deducted and withheld from the unemploy-
ment compensation pursuant to section
13(c)(3)(B) of such Act, and

"(tiv) shall pay any amount deducted and
withheld under clause (iii) to the appropri-
ate State food stamp agency.

"(C) Any amount deducted and withheld
under subparagraph (B)(iii) shall for all
purposes be treated as if it were paid to the
individual as unemployment compensation
and paid by the individual to the State food
stamp agency to which the uncollected over-
issuance is owed as repayment of the Indi-
vidual's uncollected overissuance

"(D) A State food stamp agency to which
an uncollected overissuance is owed shall re-
imburse the State agency charged with the
administration of the State unemployment
compensation law for the administrative
costs incurred by the State agency under
this paragraph that are attributable to re-
payment of uncollected overissuance to the
State food stamp agency to which the uncol-
lected overissuance is owed "':

(c)(I/ The proviso of the first sentence of
section 16(a) of the Food Stamp Act of 1977
(7 U.S.C. 2025(a)) is amended by striking
out "13(b)1) of this Act" and inserting in
lieu thereof "13 (b)(1) and (c)"

(2) The first sentence of section 18(e) of
such Act (7 U.S.C 2027(e)) is amended by
striking out "13(b) of this Act" and inserting
in lieu thereof "13 (b) and tc)'"

ADmmINIsT.RA v AND JUDICIAL RvrIEW
SFc. 145. The last sentence of section 14(a)

of the Food Stamp Act of 1977 (7 U.S.C.
2023(a)) is amended-

(1) by striking out "an application" and
inserting in lieu thereof "on application";
and

(2) by striking out "showing of irreparable
injury" and inserting in lieu thereof "show-
ing that the applicant is likely to prevail on
the merits of the case".

HOURS OF OPERIAION

SEC. 146. Section 16(b)(1) of the Food
Stamp Act of 1977 (7 U.S.C. 2025(b)(1)) is
amended by inserting ", including stand-
ards for the periodic review of the hours that
food stamp offices are open during the day,
week or month to ensure that employed in-
dividuals are adequately served by the food
stamp program," after "States':

ERROR RATE REDUCTION PROGRAM

SEc. 147. Section 16(d) of the Food Stamp
Act of 1977 (7 U.SC. 2025(d)) is amended-

(1tl) by striking but paragraphs (2) and (3)
and inserting in lieu thereof the following
new paragraphs

"t2) If the payment error rate of a State
agency for a fiscal year exceeds 5 percent
the State agency shall, other than for good
cause shown, be liable to the Secretary for
such fiscal year in an amount equal to-

"(A) the sum of-
"(i) the product obtained by multiplying-
"(I) the number of percentage points (or a

fraction thereof) by which such rate exceeds
5 percent (but not to exceed 2 points); by

"(11) 75 percent of the total value of all
coupons issued by the State agency for such
fiscal year; and

"(ii) the product obtained by multiply-
ing-

"(1) the number of percentage points (or a
fraction thereof) by which such rate exceeds
7 percent; by

"(11) the total value of all coupons issued
by the State agency for such fiscal year; less

"(B) 75 percent of the value of any
amounts that-
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'YiJ are recovered or collected by the State

agency during such fiscal year under this
Act for allotments-

"(t) issued to ineligible households; or
"/II) overisued to eligible households; and
"(ii) are not retained by the State agency

in accordance with subsection (a).
"C3) If th liabitity of a State agency under

this subsection is not contested by such
agency or is ultimately determined to be
valid, such penalty shall be collected by the
Secretary by means of- -

"(A) payment by such State agency;
"tBJ withholding amounts otherwise pay-

able to such agency under subsection (a); or
"(C) other means of collection authorized

under chapter 37 of title 31, United States
Code. ";

(2) by striking out "the appropriate level
of a State agency's federally funded share of
administrative costs under this subsection"
in paragraph (4) and inserting in lieu there-
of "the payment error rate of a State
agency'"; and

(3) by striking out "reduces a State agen-
cy's federally funded share of administrative
costs" in paragraph (5) and inserting In lieu
thereof "determines that a State agency is
liable':

oBOGRAPHICAL ERROR-PRONE PROFILES
SEC. 148. Section 16 of the Food Stamp Act

of 1977 (7 U.S.C. 2025) las amended by sec-
tion 126(c)) is further amended by adding at
the end thereof the following new subsection:

"ti)(1) The Inspector General of the De-
partment of Agriculture may use quality
control information made available under
this section to determine which project
areas have payment error rates (as deftned
in subsection (d)(1)) that impair the integrt-
ty of the food stamp program.

"(2) The Secretary may require a State
agency to carry out new or modifted proce-
dures for the certification of households in
areas identified under paragraph 1l) if the
Secretary determines such procedures would
improve the integrity of the food stamp pro-
gram and be cost effective.

"(3) Not later than 12 months after the
date of enactment of the Consolidated Om-
nibus Budget Reconciliation Act of 1985,
and each 12 month theafter, the Secretary
shall submit to the Committee on Agriul-
ture of the House of Representatives and the
Committee on Agricultur, Nutrition, and
Forestry of the Senate a report that lists
project areas identified under paragraph /()
and describes any procedures required to be
carried out under paragraph (2). '

CASH PA MENr PILOT PROJECIT
SEc 149. The lart sentence of section

17(b)(1) of the Food Stamp Act of 1977 (7
U.S.C. 2026(b)(1)) is amended by striking
out "1985" and inserting in lieu thereof
"1989':

CASH'CHANGE PILOT PROJECT

SErc 150. Section 17 of the Food Stamp Act
of 1977 (7 U.SC. 2026) (as amended by sec-
tion 124(c)) it further amended by adding at
the end thereof the following new rubsection:

"(f) The Secretary may conduct a pilot
project to test the effect on households and
retail food stores that participate In the
food stamp program of requiring households
that use coupons to purchase food to pay
cash for the amount of such purchase that
exceeds the value of the lowest coupon -de-
nomination issued. '

A UlIORIZArrON FOR APPROPRRIATONS
SEc. 151. The first sentence of section

18ta)(1) of the Food Stamp Act of 1977 (7
U.S.C. 2027(a)(1)) is amended-

(1) by striking out "and" after "1984;".
and

(2) by inserting before the period at the
end thereof the following: "; not in excess of
$12,984,000,000 for the fiscal year ending

Septomner 30, 1986; not in excess of
$13,572,000,000 for the fiscal year ending
September 30, 1987; not in excess of
$14,154,000,000 for the fiscal year ending
September 30, 1988; and not in excess of
$14,695,000,000 for the fiscal year ending
September 30, 1989".

rRANSFR OF FUNDS
SEc. 152 (a) Section 18 of the Food Stamp

Act of 1977 (7 U.SC. 2027) it amended by
adding at the end therof the following new
subsectionc

"(f) No funds appropriated to carry out
this Act may be transferred to the Office of
the Inspector General, or the Office of the
General Counsel of the Department of Agri-
culture. ':

(b) The amendment made by this sec(ion
shall become effective on October 1, 1986.

PUERTO RICO BLOCK GRANT
SrE 153. Section 19 of the Food Stamp Act

of 1977 (7 U.S.C. 2028) is amended-
(1) by striking out "noncash" in subsec-

tion (a)l(1)A); and
(2) in the second sentence of subsection

(b)(1)(A)-
(A) by striking out "July 1" and inserting

in lieu thereof "April 1' and
(B) by striking oai "a single agency which

shall be" in clause (I) and inserting in lieu
thereof "the agency or agencies directly'.

PARr 2-COMMODrrY DISTR=I TIrON
TrwNrSF OF sEC27oN s2 coMoDrTrrs

SEC 160. Section 32 of the Act entitled "An
Act to amend the Agricultural Adjustment
Act and for other purposes"' approved
August 24, 1935 (7 U5..C. 612Ct, is amended
by adding at the end there the following
new sentence' "A Public or private nonprofit
organization that receitve agricultural com-
modities or the products thereof under
clause (2) of the second sentence may trans-
fer such commodities or products to another
public or private nonprofit organization
that agrees to fi uch commodities or prod-
ucts to provide, ithiout cost or waste; nutri-
tion assistance tbjpvtdiuals in low-income
group ':"

COMMODITrY DISTRBr77oN PROGRAM
Sc 161. (a) Section 4(a)(1) of the Agricul-

ture and Consumer Protection Act of 1973 (7
U.S.C. 612c note) (as amended by section
114(b)) is amended by striking out "during
fiscal years 1982 1983, 1984, and 1985" and
inserting in lieu thereof "during the period
beginning October 1, 1985, 'and ending Sep-
tember 30, 1989':

(/b Section 4b) of suckAct ist amended by
striking out "18" and inserting in lieu there-
of "19':

COMMODITY SUPPLEMENTAL FOOD PROGRAM
Sect 162. (a) Section 5(a) of the Agricul-

ture and Consumer Protection Act of 1973 (7
U.S.C. 612c note) is amended-
(l)'n clausc (1)-
(A) by striking Out "two pilot projectJ"

and inserting iTff iu thereof "three pilot
projects'"; and

(B) by striking out "two years" and insert-
ing in lieu thereof "September 30, 1989"; and

(2) by striking out "1985" in clause (2)
and inserting in lieu thereof "1989':
- b) Section 5 of such Act is amended by
adding at the end thereof the following net
subsections'

"f/)(11/ If the Secretary determines that the
amount of funds appropriated to carry out
this section exceeds the requirement for op-
erating tites in existence, and at levels of as-
sistance, in effect on the date of such deter-
minatton, the Secretary shall approve addt-
tionaX applications made for eligible
projects to participate in the commodity
supplemental food progrm -

"(2) In making suemirrnination, the
Secretary shall consider the funding needs of

existing operating sites for botk the current
and succeeding fiscal years.

"(g) If a local agency that administers the
commodity supplemental food program de-
termines that the amount of funds made
available to the agency to carry out this sec-
tion exceeds the amount of funds necessary
to provide assistance under such program to
women, infants, and children, the agency,
with the approval of the Secretary, may
permit low-income elderly persons to par-
ticipate in and be served by such program
under such terms and conditions as are pre-
scribed by the Secretary."':

rsPORAR Y EMERGENCY FOOD ASSISTANCE
PROGRA

SEc 163. (a) Section 202 of the Temporary
Emergency Food AssstLance Act of 1983 (7
U.S.C 612c note) is amended by adding at
the end thereof the follUowing new subsec-
tions:

"(c) In addition to any commodities de-
scrtbed in subsection (a), in carrying out
this Act, the Secretary may use agricultural
commodities and the products thereof made
available under clause (2) of th second sen-
tence of section 32 of the Act entitled 'An Act
to amend the Agricultural Adjustment Act,
and for other purposes' approved August 24,
1935 (7 U.S.C. 612c).

"(d) Commodities made available under
this Act shall include, but not be limited to,
dairy ploducts, wheat or the products there-
of, rice, honey, and cornmeal.

"(e) Effective January 1, 1986, the Secre-
tary shall submit semiannually to the Com-
mittee on Agriculture of the House of Repre-
sentatives and the Committee on AgrTcul-
ture Nutrition, and Forestry of the Senate a
report on the types and amounts of com-
modittes made available for distribution
under this AcL ".

(b) Section 203B(b) of such Act is amended
by adding at the end thereof the following
new sentence. "Each State agency shall en-
courage ditstribution of such commodities in
rural area ':

(c) Section 203C(a) of such Act is amended
by adding at the end thereof the following
new sentence. "The Secretary shall submit
annually to the Committee on Agriculture of
the House of Representatives and the Com-
mittee on Agriculture, Nutrition, and For-
estry of the Senate a report on the existence
and extent of such displacements and substi-
tutionz ':

(d) Section 204(b) of such Act is amend-
ed-

(1) by inserting "(1)" after the subsection
destgnation

(2) by striking out "the fiscal years ending
September 30, 1984, and September 30, 1985"
and inserting in lieu thereof "each of the
fiscal years ending September 30, 1984,
through September 30, 1987"; and

(31 by adding at the end therof the follow-
ing new paragraph.'

"(2) Effective January 1, 1986, to be eligt-
ble to receive payments for storage and dis-
tribution costs under paragraph (1), a State
must match on a dollar for dollar basis the
amount of such payments made to such
State. ':

(e) Subsection (c) of section 210 of such
Act is amended to read asfolloows.

"(c)(1) Not later than October 1, 1985. and
October 1, 1986, the Secretary shall publish
in the Federal Register an estimate of the
types and quantities of commodities that
the Secretary anticipates are likely to be
made available under this Act during each
of the fiscal years ending September 30,
1986, and September 30, 1987, respectively.

"(2) The actual types and quantities of
commodities made available under this Act
may differ from such estimates ':
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If) Section .22 ,of such Act is amended to

read as follows:
-fPoQ*AM IsERIJNAT'7NO

"SFc. 21. (a) Except for section 207 and
as provided in subsections (b) and tc), this
Act shalt terminate on September 30, 1987

"(b) Section 203 shall terminate on June
30, 1987.

'"tc) The amendment made by section 209
shall termrnaute on September 30, 1989. ".

DIlSTRIB rUTION OF SURPLUS COMMODITIES TO
SPECIAL NUTRmON PROJECTS

Sec. 164. Section 1114(a) of the Agriculture
and Food Act of 1981 (7 U.S.C. 1431e) is
amended .'b adding at the end thereof the
following new serntence: "Commodities made

ilahik rusder this section shall include,
but usat be iitled to, dairy producls, wheat
or MAe metduts er/cf rice, honey, and
.cornmeaL "

DONATIONS BY MILITARY COMMISSARIES
;Ssc. 166. .aaJ Section 2482 ,of title 10,

'United.Stias Code, is amended-
d),)byv izwertg "(a)" fter the section des-

'()/ bsjs.i 'z ,tbhe end ,-reof the follow-
4ng mew mabt iotn

' (b) A ,commisry :stre of the Department
qf Defense -mnv idnate .surpks, unmarket-
able food to a local food bank "':.

9bW The ,caplion of section 482 of such
title As nvmended by ,striking ,ot ": private
operation ".

PARTB- 4FFEC1IE DATES

Sec. F70. (o Ebcept as otherwise provided
-in this *ubAte Mths subtitle and the amend-
menits made y -this subtitle saN become ef-

feetive on he 'date of enactent of this ActL
#W NohbiAetanding any .provision of the

W'ood Stamp Act of 1777 (7 U.SC. 2011 et
seq.) or chapter 5 of part I of title 5, United
Satms Coe--

, -e.SCefSretary ,of Agriculture shall pr-
scribe ilitenim rertatiol to ensure thet
this subtt41e ,and 4he samenments made by
this subtitle are implemented as soon as
practicable .fter such date, but in no event
4ater than Mlarch 1, "s8s; and

,(:) anya.tanve in suh 47terim regulations
saut .made in fir l regulations issued by

4he Seeretary ,te 4inplemert this subtitle and
the .amendments made iby this subtitle shall
*e effective on :such date as is prescribed by
thelSlecretary.

Subtitle C-Agricultural Credit
ELr1ofBLLPrY ?OR REAL sSTA E AWD OPERATING

LOANS
Sec. 181. oa) Section 302 of the Consolidat-

ed Farm and Rural Development Act (7
,U.S.C. 1922! is amended-

41) -by inserting "ta)" after the section des-
ignation; and

:(2) by adding at the end thereof thefollow-
ing new subsectionL

'"tb) The Secretary may not restrict eligi-
bility for loans made or insured under this
subtitle for purposes set forth in section 303
solely to borrowcrs of loans that are out-
standing on the date of enactment of the
Consolidated Omnibus Budget Reoonctiia-
tion Act of 1985. ".

(b) Section 311 of such Act (7 U.S.C. 1941)
is amended by adding at the end thereof the
following new s&ubsection.

"(c) 'he Secretary may not restrict eligi-
bility for loans made or insured under this
subtitle for purposes set forth in section 312
solely to borrowers of loans that -are out-
standing on the date of enactment of the
Consolidated Ormnibus Budget Reconcilia-
tion Act of 985. ':

IWATEFR. WASTE FACILITY, *A1D COMMSfN
rAOILITY LOANAND P, RAN

SEC. 18e. ,(a) Section 306sto of the Consoli-
dated Farm and Rural Development Act (7

U.S.C. -1926t(a) is amended by adding st the
end thereof the following paragraph.

"t16)(A) In theapprotval and admintstra-
tion of a loan made under paragraph tl for
a water or waste disposal facility, the Secre-
tary shall consider fully any recommenda-
tion made by the loan applicant or borrower
concerning the technical design and choice
of materials to be used for such facility.

.'(B) If the Secretary determins tat a
design or materials, oher than hose that
were recommended, should be used in the
water or waste dipo l facity, the Secre-
tary shall provide such applicant or borrow-
er with a comprehensive justfcatton for.
such determinrtion "

(b) Section 307(/a)3)(A) of such Act (7
U.S.C. 197YaHt3tHA)) -is rmended-

(1) by striking out "the poverty line pre--
scribed by the OJfj c0f Management and
Budget as adjusted under secfton 624 of the
Economic Opprtunfty Aot Qf 1064 442
U.S.C. 2971d)" and insertn In Hlieu whereof
"the higher of ii) 80 percent of the statewtlde
nonmetropolitan rmedian househod income,
or (ii/ the poverty line as defined in section
673(2) -of the Community Services Block
Grant Act (42 U.S.C. 99022). ",', nd

(2) by- dding at the end thereof the foUw.
ing new sentence: "The interest rate on a
loan for tudh facility may not teeed t per-
cent par annum if such facility 4oes not
qual1 Jor the 5 percent per n4 Ses interest
rae, but is located in an are where the
aedian household income 4 the rsos to
be seera by the facility 4se vot esceed 100
peyaent of the statewide nmaetropolitan
merdirjgususehold incomer "

.(cJ4g. 3he Secretary of Aticulture shall
conduct a study of the xactlioaUty and cost
4fjectiveness of makjic l s and grants
under section 3068 of Ae Ceolidated Farm
and Rural DeveLopmezt Act 4 -1,5. C. 1926)
for the construction of 4ear wd waste dis-
posal facilities in rural areas at individual
locations, .rather.than central or commuit4y
locations.

(2) Not later than 120 days after the date
of enactment of.this Act the Secretary shall
submit a report on the results of the study
required under paragraph ./1) to the Cor-
mittee on Agriculture of the House of e
sentattvej nd the Committee on _Agtrcul-
ture, Iutritton and Forestry .of the Senate.

.LF OF NOTES AND SECURIWY

Ssc. U. -(a) Section 309(d) -ef the Consoli-
dated Farm and Rural Develoment Aot (7
-US.C. 1929(d)) is amended bVy triking out
the period at the end of the second sentence
and inserting in lieu thereof the following.' ",
including .sale on a rnonreoure basis The
Secretary and any subsequent purchaser of
such nores sold by the Secretary on a nonre-
course basis shall be relieved of any respon-
stbitities that might have beem inmposedr had
the borrower remnained indebted to the Secre-
tary. AU such notes sold on a nonrecourse
basis must have been held in the fund for,at
least 4 years. ".

/b) Section 309A(e) of such Act (7 U.S&C.
1929a(e)) is amended by striking out 2he
period at tke end of the second senteoe and
inserting in lieu thereof the following: ", in-
cluding sale on a nonrecourse basis The
Secretary and any subsequent purchaser of
such .otes sold by the Secretarv on a nonre-
course.basis shall be relieved of any respon-
sibilittes that might have bees imposed had
the borrower remained indebted to the Secre-
tary. ':

RURAL INDU:/TJALATJN ASTArCE

SEC. 184. (a) Section t-OB ifiae Consoli-
dated Farmn and Rural Devv~ient Act 17
U.S.C. 1932) is amended-

(1) in in:udotioen Aa'
(A) fn the frst tsenioe-

ii) by striking out "aoo nmake and insure
loans" and inserting in lieu thereof 'guar-
antee loans made"; and

(ii) by striking out 'l7)" sad all that fol-
lows through the uertod ,and iarserling in
lieu thereof "f'nancing the production and
distribution of ethanol in rurat azoas "; and

(B) by striking out 4he second ad fourth
sentences;

'2 ky strikinp axet obseoaf WS And 1eC);
(3) by striking out Ae e oer preOedino

paragraph .(I ofsftseeton`Xd;
(4) by striking .out se9tion e;oand
(5) 'by redeeisngot u ,seuoton : t JW ts

amended by clause $;Y -s e bocta tb).
(b)1) 'Sectito 3 )~) 'of oA At Mt

U.S.C. 1927(a)(4)l is amended b,y strring
out "'sections 341*), ~30a#J, and 31MB"
and inserting in .tae eske 'nedls 0@/bI
and 89ta1J"':

C() Section 307t16MB) B of such Act -s
amended-

(A) by inserting "and" at the end of clause

(B) by striking out clauses tvi) and vzrii):
and

(C) by redesignating clause Yviii) ashclause
(Vi).

/3) Sectfon 309A (gt'8 of such Act 7 t.S.C.
1929a(g) 8)) is amenmd n bVy Stldnout "'sec-
tions 306(a) and 3VTB"ngd inserting-in lieu
thereof "section 3MO6al'

FA4RM RECORDXESRLNO lRAWINGO Jr IjYurz
REQUR E AQaR.EABPIa

Sxc. 185. 21e Afst sntmoe ' section
312(a) of the Couaodeated Farm and iRural
Development .Act (-7 USC JahaM) is
amended-

/(1 by striking -t 'tand" a.t e end of
ciause 19; :and

,(2) by t.erting be ore 4he chesd at the
end t4hefo the fobouzg new gsde: '" -and
(12) training in sm a ting a o s ,of
farming -and ranckiq -ilawm s r ~m -
ed semsoe barrs ,mevoi ras tnder
section 310D"'

Ssc. 16. iea Subsection bW vf section 3S1
of :he Consolitfed tfrm and ftural Devel-
apmeat Ae t(7 U.S.C. T94f- is asended to
read as follows.

'(b) An pplitecant al 'e 'be tiftle for fl-
nancial -ssistance under ths stfe for
crop lestes if crop roistraum c -re waaWae
to the applient for such erop under the Iret-
eral -Crop nsuranee Aet f7? V.S-f. fOl et
seq.). ':

(b) Subsection kW of seetion aft of such
Act (7;U.. I964%ai omsvied 'to read as
follow&'

"(/a./Il No $en vade or Mtsuwed under
this subtitle may emoweed the mount -of the
actual loss caused by the disaster or
$200,000, whche s lees, g sr esah disaster.

'"2) The AD pricip~al *.tleteess 'out-
standing at -any one tiae for Ja.s vmWde or
insured to a boeoser nder this -subtitle
may not xceed .S$,8 V. ".

(c) Section 3'(hi"Ot aeu'cd Act r7 U.S.C.
1964tb)(l9 .is amewdei by slr -ot -"bat
(A)" -and all that foUeeos fUvug "'Sere-
tary" and inserting in dieu ,easeotf '*d nt
in excess -of 8 percent wer annuta".

Id) Section '330 of such Aot V U-.,C. 1971)
is repeaed.

(e) The amendment made by ubeection
(a) shall not appy to a person *.cse eligi-
bility for an ,emegsccy toan -ts the esltt .of
damage to an acnmaiu op padet ,befose
the date of enactmmt Shis Act.

SETTLMN'T'F CIA5

Sec. 187. Subsection .d) of Wth second
paragraph of section S31 f he Corrsoidated
Farm and Rural Devehpment d T7 .C.
181() is -onended to read ns bfo-ws-
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"/d) compromise, adjust, reduce, or

charge-off claims and adjust, modify, subor-
dinate, or release the terms of security in-
struments, leases, contracts, and agreements
entered into or administered by the Farmers
Home Administration under any of its pro-
grams, as circumstances may require, to
carry out this title. The Secretary may re-
lease borrowers or others obligated on a debt
incurred under this title from personal li-
ability with or without payment of any con-
sideration at the time of the compromise,
adjustment, reduction, or charge-off of any
claim, except that no compromise, adjust-
ment, reduction, or charge-off of any claim
may be made or carried out-

"11) on terms more favorable than those
recommended by the appropriate county
committee utilized pursuant to section 332;
or

"12) after the claim has been referred to
the Attorney General, unless the Attorney
General approves;':

TRANSFER OF LOAN ACCOUNTS

Sec. 188. Subtitle D of the Consolidated
Farm and Rural Development Act is amend-
ed by inserting after section 331B (7 U.S.C.
1981b) the following new section:

"SEC. 331C. The Secretary shall permit a
borrower of a loan made or insured under
this title, with the approval of the head of
the appropriate State office of the Farmers
Home Administration, to transfer, on a one-
time basis, the accounts of such borrower for
such loans to a county office of the Farmers
Home Administration in an adjacent
county. ".

OIL AND LAS ROYALTIES

SEC. 189. (a) Subtitle D of the Consolidated
Farm and Rural Development Act (as
amended by section 188) is amended by in-
serting after section 331C the following newt
section.

"SEc. 331D. la) The Secretary shall permit
a borrower of a loan made or insured under
this title to make a prospective payment on
such loan with proceeds from-

"(1) the leasing of oil, gas, or other miner-
al rights to real property used to secure such
loan, or

"'2) the sale of oil, gas, or other minerals
removed from real property used to secure
such loan If-

"(A) the value of the rights to such oil, gas,
or other minerals ha, not been used to
secure such loan' and

"(B) the security for such loan is otherwise
adequate.

"Ib) Subsection (a) shall not apply to a
borrower of a loan made or insured under
this title with respect to which a liquidation
or foreclosure proceeding is pending on the
date of enactment of the Consolidated Om-
nibus Budget Reconciliation Act of 1985. ".

lb) Section 204 of the Emergency Agricul-
tural Credit Adjustment Act of 1978 (7 U.S.C.
1947 note) is amended by adding at the end
thereof f the folloing new subsection.

"(e)(1) The Secretary shall permit a 'bor-
rower of a loan made or insured under this
title to make a prospective payment on such
loan with proceeds from-

"(A) the leasing of oil, gas, or other mfiner-
al rights to real property used to secure such
lodn, or

"(B) the sale of oil, gas, or other minerals
removed from real property used to, secure
such loan if-

"It) the value of the rights to such oil, gas,
or other minerals has not been used to
secure such loan; and

"(ti) the security for such loan is otherwise
adequate.

"12) Paragraph (1) shall not apply to a
borrower of a loan made or insured under
this title with respect to which a liquidation
orforeclosure proceeding is pending on the

IGRESSIONAL RECORD - SENATE
date of enactment of the Consolidated Om-
nibus Budget Reconciliation Act of 1985.':

PROCESSINO OF LOAN APPLICATIONS

SEC. 190. (a) Subtitle D of the Consolidated
Farm and Ruda Vmlelopment Act is amend-
ed by inserting atetr section 333 (7 U.S.C.
1983) the followirng , section:

"Ssc. 333A. (a)(1) The Secretary shall ap-
prove or disapprove an application for a
loan or loan guarantee made under this
title, and notify the applicant of such
action, not later than 90 days after the Sec-
retary has received a complete application
for such loan or loan guarantee.

"12) If an application for a loan or loan
guarantee under this title it incomplete, the
Secretary shall inform the applicant of the
reasons such application is incomplete not
later than 20 days after the Secretary has re-
cefved such application.

"(3) If an application for a loan or Loan
guarantee under this title is disapproved by
the Secretary, tMe Secretary shall state the
reasons for the disapproval in the notice re-
quired under paragraph (1).

"(b)(1) Except as provided in paragraph
[2), if an application for an insured loan
under this title is approved by the Secretary,
the Secretary shall provide the loan proceeds
to the applicant not later than 15 days (or
such longer period as the applicant may ap-
prove) after the application for the loan is
approved by the Secretary.

"(2) If the Secretary is unable to provide
the loan proceeds to the applicant within
such 15-day period because sufficient funds
are not available to the Secretary for such
purpose, the Secretary shall provide the loan
proceeds to the applicant as soon as practi-
cable (but in no event later than 15 days
unless the applicant agrees to a longer
period) after sufficient funds for such pur-
pose become available to the Secretary.

"(c) In carrying out the approved lender
program established by exhibit A to subpart
B of part 1980 of title 7, Code of Federal
Regulations, the Secretary shall ensure that
each request of aiding institution for des-
ignation as an approved lender under such
program is reviewed, and a decision made
on the application, not later than 15 days
after the Secretary has received a complete
application for such designation.

"(d)(l) As soon as practicable after the
date of enactment of the Consolidated Om-
nibus Budget Reconciliation Act of 1985, the

, Secretary shall take such steps as are neces-
sary to make personnel and other resources
of the Department of ATriculture available
to the Farmers Home Administration as are
sufficient to enable the Farmers Home Ad-
ministration to expeditiously process loan
applications that are submitted by farmers
and rancherm

"12) In carrying out paragraph (I), the
Secretary may use any authority of law pro-
vided to the Secretary, including-

"(A) the Agricultural Credit Insurance
Fund established under section 309; and

"(B) the employment procedures used in
connection with the emergency loan pro-
gram established under subtitle C. ':

I- b) Section 333A (a), (b), and (c) of the
Consolidated Farm and Rural Development
Act (as added by subsection (a)) shall be ef-
fective with respect to applications received
by the Secretary of Agriculture after the date
of enactment of this Act.

APPEALS

- SEc 191. la) Subtitle D of the Consolidated
Farm and Rural Development Act is amend-
ed by inserting after section 333A (as added
by section 190) the following new section:

"Ssc. 333B. (a) The Secretary shall provide
r an applicant for or borrower of a loan, or an

applicant for or recipient of a loan guaran-
e tee, under this title who has been directly
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and adversely affected by a decision of the
Secretary made under this title (hereafter in
this section referred to as the 'appellant')
with written notice of the dciFsion, an op-
portunity for an iiiformal meeting, and an
opportunity for a hearing with respect to
such decision, in accordance with regula-
tions issued by the Secretary consistent with
this section.

"lb)(1) Not later than 10 days after such
adverse decision, the Secretary shall provide
the appellant with written notice of the deci-
sion, an opportunity for an informal meet-
ing, an opportunity for a hearing, and the
procedure to appeal such decision Ifnclud-
ing any deadlines for filing appeals).

"(2) Upon the request of the appellant and
in order to provide an opportunity to re-
solve differences and minimize formal ap-
peals, the. Secretary shall hold an informal
meeting with the appellant prior to the ini-
tiation of any formal appeal of the decision
of the Secretary.

"(c)(1) An appellant shall have the right to
have-

"(A) access to the personal file of the ap-
pellant maintained by the Secretary, includ-
ing a reasonable opportunity to inspect and
reproduce the file at an office of the Farmers
Home Administration located in the area of
the appellant, and

"(B) representation by an attorney or non-
attorney during the inspection and repro-
duction of files under subparagraph (A) and
at any informal meeting or hearing.

"(2) The Secretary may charge an appel-
lant for any reasonable costs incurred in re-
producing files under paragraph (1)(A). "

(b)(1) The Secretary of Agriculture shall
conduct a study concerning the administra-
tive appeals procedure used in the farm loan
programs of the Farmers Home Administra-
tior.

(2) In conducting such study, the Secre-

tary shall examine-
/A) the number and type of appeals initi-

ated by loan applicants and borrowers,
(B) the extent to which initial administra-

tive actions are reversed on appeal,
(C) the reasons that administrative ac-

tions are reversed, modified, or sustained on
appeal,

(D) the number and disposition of appeals
in which the loan applicant or borrower is
represented by legal counsel,

(E) the quantity of time required to com-
plete action on appeals and the reasons for
delays,

(F) the feasibility of the use of administra-
tive law judges in the appeals process, and

(O) the desirability of electing members of
county committees established under section
332 of the Consolidated Farm and Rural De-
velopment Act (7 U.S.C. 1982).

(c) Not later than September 1, 1986, the
Secretary shall submit a report describing
the results of the study required under this
section to the Committee on Agriculture of
the House of Representatives and the Com-
mittee on Agriculture,. Nutrition, and For-
estry of the Senate.

DI$POSTrION AND LEASING OF FARMLAND

Stc. 192. Section 335 of the Consolidated
Farm and Rural Development Act (7 U.S.C.
1985) is amended-

(1) by striking out "Real" in subsection lb)
and inserting in lieu thereof "Except as pro-
vided in subsection le), real";
- 2) by striking out "The" in the first sen-
tence of subsection (c/ and inserting in lieu
thereof "Except as provided in subsection
(le, the'" and

(3) by adding at the end thereof the follow-
ing new subsection.

'"e)(1) The Secretary shall to the extent
practicable sel or lease farnmand adminis-
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tered under this titlein ,the Jorg
of priority:

"(A) Sale of sch Jarmland to operaors (as
of the time immediately befone uch sal e) f
not larger thannfaily-siae farms.

"(B) Lease of such farmland to operators
(as of the time immediately before mch lease
is entered into) of not larger than family-
size farms

"t21A.4) Vhe.Secretary shall considergr.nt-
ing, .and nay grant, to an operator ,oef #t
larger than a amilysiae farm, in conjue-
Lion with paraoraph (ll a jlease with oen
option to purchase farmland .ndinistened
under this title.

"(B) The Saretary V.shat ,-sue ,s"eulaeow
providing for lZasng ,suc land, or leasing
such land ithln anoptioan o j ,ohase, on a
fatr and.etufitalbe basi&

"tC) an Jeasnc uh cand the _Secretary
shall give sPecal onsidration to a wet-
aus Daonr or orperator Of such -land Vf .~
owner or operator has financial resou.es,
and farm manavement kcUls and expert-
ence, that the Secretary determines are sufft-
cidnt toassuaea.reasonable proaect qf suc-
aess in theprqoscd farmingqpmrtat ioL

"(3J(A)(i) The.Secsetary may ,sallfarmland
administered auder this Litle though an in-
stallment sale or similar denice toat -os-
tains such terms as the Sacretany considers
necessary lio atroect 1the &evetnent tf the
Federal Government Ia such lnd

"'ii) The Secrelary may Aubseguentlg sell
any contract entered into to carrV ,out
clause (I).

"(B) The Scretary shall ,ffer such land
for sale to .perators af not larger than
family-sizte farms at a price that reflects uthe
aperage annual income that .may be reason-
abZy anticipated lto e generated from farm-
ing such land.

"(C) 2f two or more qualified operators of
not larger than family-size farms desite to
purchase, or 7ease wifth an option to par-
chase, such land. the appropriate county
committee sOl, by majority vote, select the
operator who may purchase such land on
such basis as the Secretary may prescribe by
regulation.

"(4t(A)J ff the -Seetarp determines that
farmland administered under this title is
not suitable for sale or lease to an operator
of not larger han a famity-size farm te-
cause such farmland is in a tract or tracts
that the Secretery determines to be larger
than Thrt neoessary for fk my-'size farms,
the Secreta7y shall stbdivide uch land into
tracts suitable for such .operator.

"'(f) 7he Secretar sqdmZ dispose of such
subdivided formknd in accordance with
this oubsection

'14 TY ikae farmland is available for
disposition under ,this subsection, the Secre-
tary shall-

'(A) publigh' an -announcement of the
avaWorbiftyof such farmland in at least one
nwpaper that is widely circulated in the
county 4n 'which he farmland is -located,'
and

'fr(B) ost an anrnouncement qf the avail-
ability of such farmland in a promtnent
place in Whe local ofice of 'the Farmers
Homne jmt nihation that serves the county
in which the famland is located.

"(6) In the case of farmland administered
under fis title that is ighly erlodibte land
(las deined in paregraph (t7, the Secretary
may require the rnse of specifed conserva-
ttion actitos son sueh land 4as a condition
qhe.sale or'lease ofsuch dad.

'fY As used .ln pragroaph 6, the :term
'highly erodible land' means land classified
by the Soil rConr wlion S.erice -as class
Ile, IVe, VI, VII, or V/H land under the
land xcapabwWity : olasifoation 'system in
e ,wt on the.dae .ef enactment of the Con-

o"tald tmnii aus Budget .Reconciliatio
Act Qft985. "

(b) The Secretary of Ag-urltur shall im-
plement the amendment made by this sec-
tion not later than 90 days :after the,date of
enactment of this Act

RELEASE OF NORMdL INCOME SE URCTY
Sgc 193. Section 835 of the Consoidaed

,Farm and Rural Development ct (7 U.$S.C
AiWb) :(as amended by section 192(3)) is fur-
Ar amended by adding at the end thereof

be/orows ing neow ubsectlon'
'1iJfd4l As used in this subsection, the term

'normal incomne security' -as the .rae
Hsaning given such term dn saction
d9Z.1 7Lb) af .ite 7, Code of :ederal aReula-
tioss -tas of .Janary 1, f985L

'(2) Until uch t imme r e Secretary deter-
mines that ,a - anate ,or ins4ured under
this title should be tI*&ed the Secretary
shall release on the *vrmWI aome securi-
4 provided for such loan a ummaut ;tffi-
cent to pay the esential whaeuhold and
farm operating renses of the borroer, as
determined by the Secretary. '

*,01 SIMAWY SrA IEMMs

:Sec. t'9E. Sedon 537of the Consolidated
Farm and iuxl Devdlopmer Act r7 USXi.
J982J .istmuled-

.1) y tisserting 4'taJ" after e seo -des-

() ib adding at the ed ere-of lt f6Jow-
ing new subsection-

-'",'). As used in this sutbseaton, the term
sunmmarw veriod' means--
'Y$A Me period .beginningos ce date -of

entment of the CensoltdWted Omnibus
Bdatget ficonciliation Act of 1985 and
enc on the date on shich Athe fA*t ioan
sutnmary.tatement tis sued ater.uchhldate
nefemwctment or

"', the period .begimVg ,on fde dae of
issuanoe of the psrecedfiv fan surmmnma'r
abnrment and ending on the ate -of sasu-
amw of the current loan nummary state-
ment.

'Y2) On GNhe ,rtquestof*a omaoro of a loan
nadei wr it rd (bulrt not euaranteed) under
this tite, e Secretarv shall issue to tuwi
borraoer a dtm a ummary statement t re-
flects tbse oawa activity during the sm-
mariy jriod der each loan made or dnured
under this tle to tuch borrow"er, nud-
tng-

'() oue utstandin amount uf princPal
due on each such loan at the egzningn 'of
the Awnmafw period,

'"(8) the interest rate charned onechd mcch
loan,

"t(C) te.amount of paymentsonadie oneand
their 9ADtioatton to each .suh loan during
Me sutmnwry period and an exzanation of
the baris ar ,the applicationa o -such pay-
ments;

"(tD .he atmoun of principal and interest
!due on ,hs tc loan at the end atf be sum-
mary period;

"t(EJ the, ta ,amount of unpaid prindpal
and interest .onmU such loans at the enad 4f
the summr period'

"(,F) wany dehinguency in the repament of
any such loan

'"(G, a schet4le of the amount and date of
payment, le oan each such loa' and

"(II) e pocedure the borwagmer mow use
to btn more Sinformanntifon aneerninV the
status :mfetoh loans.

A U'I7ORJZA T;ON OFXOAN ~ NTS
SEC. 195. (a) Subsection (b) of section 346

of the Consolidated narn ant Zrd l Devel-
opment Act Y7 "LAC, #9Wb40 As amended to
readas follows

"(bWfl)(A-) Fr each of the Pscai year
ending Sgpterer f3. 1980, though Septnm-
ber 80, 3988, rel leste and opereting Joans
may ybe insured, mmue to be sOld and in-
sured, or vuammteag in uccordance wtth

subtitles A and B, respectively, from the Ag-
f'ricultual Ifredit Insurance Fund eshtb-
fish~a under ection 300 in an amount eudi
to ,#, 100VV00, ; of Which not loss WYa
$ZO10.Of9 hal be for farm -owner~p
loans rder'subtLe A.

"(WJ Skdt to -subparagraph C), oudh
amout shed 'be apportioned as foliowrs

"S' For the fiscal year ending September
30, J986--

(D $,0ooe,000,0oo for insured loans,
which not .less than $260,000,000 shatl 'be*or
fann.mnehip loans,' and

'"(If) $,00,00000 for guaranteed oans,
of Which 'nat Jess than $2'60,00,000 -thS 'hbe
for guarantees afarm -ownership loans

"(ti) For the fiscal-year endtng Septemrber
80, 1987-

"(I)J fl,50,SO,0,(000 for insured toans, Qf
which not less than 3195,000,000 shall he for
farm ouanerhip loans; and

"(Mi tZ3,0-000,V00 for guaranteed .loan,
of which not less than $325,00t0,00t0 han be
for guarantees of arm ownumershp 'loan

"(M) fr th~ e fscda year ending September
30, 1s0-

'YI) $I,o000000,000 for insured anrran, nf
which not less than $130,000,00 shall be Jfar
farm-ou ersphp loans, and

'YIf) 3,DO,'000,900 for guaranteed loans,
of which -not ess than 390, 000,000 shall 'be
forruarantrees of fann ownership loans.

'C Peorffh of the fiscal years referred to
in sutararaph, YA), the Secretary moa
transfer not more than 25 percent of the
amounts authorited for guaranteed .loans to
amounts authorized for insured loans

"(D) For each of the fiscal years ending
September 30, ff, othough Septeber 31,
1988, temereL vooans may be inred, made
to be ·sodeal tad *ured, or guaranteed 'n ac-
oorda oe lh eibittJe C from the Arictd-
tural Credit Insurance Fund in sueh
amounts es are ieceseary to meet -the need
resnulting from natural disasters

"IfY A r ach q ff he fscal .years ending
September 30, 86, through Septenrber :0,
1988, loans for tre production and dtiotrSu-
tion of ethanol -n -rural -areas may be tuar-
anteed in accordance with section 8SJ'
from 'me urar Inturance
Fund establised under section "SGA in -Me
amount of $15Q, L0, 000.

'Y8B For the fiscad year ending Setember
30, ±986, water and waste factility oans maw
be insured, or made to be sold and imured,

'fin accordance w-ft section 306 from the
Rural Development Insurance Fund in the
amount of $75,o000,twQ."

(-b) Section 346Yteq1 of such Act is amend-
ed-

(1) by strikitg oad "'21" each .lace It av-
pears and tiserting :in.ieu eref '2f"; and

.t2) bV striding mt 'TLcal year .18¢" -and
inserting in lieu therf "'chf scaxltar"

cl) Ssction .34 f such Act (asamaded ib
subsection b)) .is amended--

(1J by strfkingtot subsection (d4; and
12) by redesiguating subsection I) .as osub

section .(dL
INTERE RAT .RVr-(0i GAW

,-Sc. 19. Eff ,c Vy for ,the ,peotre ibe-
ginning an ,the e . e,nactmenat f C es Lot
and ending September 30, 1988, the Cmonei-
dated Fsrrrn wad ifial Development Aot (7
U.s. m. l 1steo. imended -aAle 'at
the end thereof the following new seesonl

'."Sc. 3#9. -a) 'ihe Seretary hal edlsh
and .corry ou in acaonanoe sh tVis sec-
tion an interest rate reduction ievn'n For
feans tgwaieed under'he tie.

"(b) Under such program, the Secrela
hal enter ints a ontract wtofh,and make
payments o, -a iegdfvy ' crgansed *taOtfi
to reaose -during abe 4erm -of uch oentroet
the interest e ypoaid ft a borrower on a

S 1549M
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guaranteed loan made by such institution
if-

"t1) the borrower-
"(A) is unable to obtain sufficient credit

elsewhere to finance the actual needs of the
borrower at reasonable rates and terms
taking into consideration private and coop-
erative rates and terms for a loan for a simi-
lar purpose and period of time in the com-
munity in or near which the borrower re-
sides;

"(B) is otherwise unable to make pay-
ments on such loan in a timely manner; and

"(C) has a total estimated cash income
during the 12-month period beginning on
the date such contract is entered into (in-
eluding all farm and nonfarm income) that
will equal or exceed the total estimated cash
expenses to be incurred by the borrower
during such period (including all farm and
nonfarm expenses); and

"(2) the lendr reduces during the term of
such contract the annual rate of interest
payable on such loan by a minimum per-
centage specified in such contract.

"(c) In return for a contract entered into
by a lender under subsection lb) for the re-
duction of the interest rate paid on a loan,
the Secretary shall make payments to the
lender in an amount equal to not more than
50 percent of the cost of reducing the annual
rate of interest payable on such loan, except
that such payments may not exceed the cost
of reducing such rate by more than 2 per.
cent.

"(d) The term of a contract entered into
under this section to reduce the Interest rate
on a guaranteed loan may not exceed the
outstanding term of such loan, or years,
whichever is less.

"(e)(l) Notwithstanding any other provi-
sion of this title, the Agricultural Credit In-
surance Fund established under section 309
may be used by the Secretary to carry out
this sectito

"(2) The total amount of funds used by the
Secretary to carry out this section may not
exceed $490,000,000. ':

STUDY oF FARY AD HOME PLAN
SEc. 197. (a) The Secretary of Agriculture

shall conduct a study of the appropriateness
of the Farm and Home Plan (Form FmHA
431-2) used by the Farmers Home Adminis-
tration in connection with loans made or
insured under the Consolidated Farm and
Rural Development Act (7 U.S.C. 1921 et
seq.).

lb) After carrying out such study, if the
Secretary finds the plan is inapproprtate,
the Secretary shall-

(1) evaluate other alternative farm Plan
forms for use in connection with such loans;

(2) evaluate the need to develop a new
fatm plan form for such use and

(3) specify the steps that should be taken
to improve or replace the current form.

(c) Not later than 120 days after the date
of enactment of this Act, the Secretary shall
report the results of the study required under
subsection (a) to the Committee on Agricul-
ture of the House of Representatives and the
Committee on Agriculture, Nutrition, and
Forestry of the Senate.

SITDY OF PARM CREDIT SYSTEM
SsC. 198. (a) The Governor of the Farm

Credit Administration shall conduct a study
of the need for the establishment of a fund to
be used-

(1) to insure institutions of the Farm
Credit System against losses on loans made
by such institutions, or

(2) for any other purpose that would-
(A) assist in stabilizing the financial con-

dition of such System, and
(B) provide for the protection of the cap-

ital that borrowers of such loans have in-
vested in such System.
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tbJ In conductinO such study, the Gover-

nor shall-
(1) consider the advisability of using the

revalvW furds provided for under section
4.1 of the Farm Credit Act of 1971 (12 U.S.C.
2152) to zpoe initial capital for the fund
referred to I .section (a); and

(2) estimrnathe amount and level offuture
assessments levied on institutions of the
Farm Credit System that would be necessary
to ensure the long-term liquidity of such
fund.

Ic) Not later than 180 days after the date
of enactment of this Ac4 the Farm Credit
Administration shall submit a report con-
taining the results of the study required
under subsection (a) to &e Committee ORn
Agriculture of the House o Representatives
bnd the Committee on Adwcuiture, Nutri-
tion, and Forestry of the Snate.

(d) The Farm Credit Administration shall
take no action under the provisions of the
Farm Credit Act of 1971 that would result in
the liquidation or merger of any Federal
land bank association or production credit
association uaJess suc liquidation or
merger was apprved by the stockholden of
the association prSi to November 14, 1985,
or after December 34 1985. This subsection
shall not be applicable to the Eighth Federal
Farm Credit District (Omcha, Nebraskal
except that, in the case of such dastrict, no
elections may be certified, no charters may
be issued, and no associations may be liqui-
dated, prior to December 29, 1985.

ie) Effective for the period from the date of
enactment of this Act through December 31,
1985, no Federal land beak ideral intermc-
diate credit bank FederI4and bank asso-
ciation, or production credit association
may (1) require any borrower to provide ad-
ditional collateral for any loan made under
the Farm Credit Act of 1971 if the repayment
under the terms tf such loan is not overdue,
or (2) bring any legal action to foreclose on,
or otherwise lf!d~ate, any loan that is
based on the failure of a borrower to provide
additional collateral for such loan if the re-
payment of the loan was not overdue at the
time such collateral was required.

TITLE Il--COMMITTEE ON ARMED
SERVICES

SEC "1. LIMITATIO ON AMOUNTS A rAILABLE IR
OBLIGATION FOR BASIC PAY AND FOR
RETIRED PA Y ACCRUAL CHA*GL

From amounts appropriated or otherwise
available to the Departmet of Defense for
military personnet accounts for fiscal year
198d, the total amount obligated from each
such' account for military basic pay and
payments into the Department of Defense
Military Retirement FW pwsuant to sec-
tion 1466(a) of title 10, nite States Code,
may not exceed the foiloviW

(1) For the Department of the Army--
(A) for payments from the appropriation

account "Military Personnel, Army".
$15,951,800,000;

(B) for payments from the appropriation
account "Reserve Personnel, Army'"
$1,595,500,000; and

(C) for Payments from the appropriation
account "National Guard Personnel, Army"
$2,503,600,004

(2) For the Deparent of the Navy-
(A) for payments from the appropriation

account "Military Personnel Navy'"
$11,689,900,000;

/B) for payments from the appropriation
account "Military Personnel Marine
Corps", $3,659,600,000;

(C) for payments from the appropriation
account "Reserve Personnel, mtar'
$939,300,00,' and

(D) for payments from the appropriation
account "Reserve Personnel, Marine Corp",
$202,2.,000.
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(3) For the Department of te Air Force--
(A) for payme from the appropriation

account "Military Personel, Air Force".
$13,533,5670,90'

{B) for paypents from the appropriation
accoiat "Reserve Personnel, Air Force":
$437,390,00- and

(C) for payments from the appropriation
account "National Guard Personnel Air
Force'" $754,500,000.
SSC M LEGISLATIVE PROPOSAL 70 AMEND MILl-

TARY RETIREMENT SYEM FOR NEW
EN7ZATS.

(a)J ]RxnmRwEN roR SrUBAossro oF LEro-
LAlvr PnoP'oAL Manom CANCl4rS IN MU-
rARY Rsnr wr SYrs'h.-(l) Not later than
10 days after the date of the enactment of
this Act, the Secretary of Defense shall
submit to Congress a report (including draft
legislation) proposing two separate sets of
changes in the military nondisability retire-
ment system.

(2)(A) Each of the sets of changes to be
proposed in the report under paragraph (1)
shall include changes which, if enacted,
would result in reductions in the amount re-
quired to be paid by the Secretary of Defense
into the Department of Defense Military Re-
tirement Fund pursuant to section 1466(a)
of tItle 10, United States Code, during fiscal
year 1986 in a total amount that would
enable the Department of Defense to remain
within the limits on obligations for basic
pay and payments into such Fund pre-
scribed by section 201 solely through such re-
ductions

(B) One of the sets of changes to be pro-
posed in such report shall consist only of
changes in the military retirement system
other tan changes in the procedure for peri-
odic cost-of-livng adjustments in retired or
retainer pay utch. if enacted, would result
in the required reductions.

(3) Structural changes in the military re-
ttrement system to be proposed by the Secre-
tary of Defense in eitAer set of changes pro-
posed in the report under paragraph (1)-

(A) should apply only to individuals who
initially become members of the Armed
Forces after te effective date of such
changes, and

(B) should, to the maximum extent possi-
ble and consistent with military require-
ments, encourage maebers who are eligible
for retirement to remain on active duty
beyond 20 years of servie.

(4) At the same time the Secretary of De-
fense submits the report required by para-
graph (1), the Secretary shall submit sepa-
rate reports on the foloowing:

IA) The anticipated effects that the
Changes proposed in the report under para-
graph (1) would have on recruiting and re-
tention in the Armed Forces

tB) Propoeals for additional changes in
other elements of the military compensation
system or in other military personel pro-
gram, including changes in promotion and
retention Policies.

(C) A description of the changes in mili-
tary retirement compensation or personnel
programs that would be necessary if the re-
ductions resulting from the funding limita-
tions set forth in section 201 were
$1,800,000,000, $2,900.000,000,
$3,4;000,000, $4,000,000,000, or
$5,40,0040,000, as well as an evaluation of
the effects such changes would have on re-
cruiting and retention in the Armed Forces.

(D) A plan that could be used to imple-
ment over a period of four or more years the
changes proposed in the report under para-
graph (1).

lb) SPECmCAT;oN or ACTARIAL MET7fODS
AND Ass UmPTONs fOR FY86 REsTrsENr Lro-
irsTlo.-In determining the cost, or the
amount to be saved, as the result of the en-
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actment of any legislative proposal that
would make changes in the military retire.
ment system effective during fiscal year 1985
or 1986, the actuarial methods and assump-
tions used shall be the same as those ap-
proved by the Board of Actuaries (in accord-
ance with section 1465(d) of title 10, United
States Code) for use in calculating the mili-
tary retirement accrual percentage for the
President's budget for fscal year 1986.

(c) RELCLULAI7ON or ACCRUAL PERCENrTAO
UPON CHANGE IN BEN -S-(1) If a signifi-
cant change in the military retirement
systen is enacted into law that takes effect
during fiscal year 1985 or 1986, the accrual
percentage shall be recalculated taking into
account that change in law. Any such recal-
culation shall be made using the actuarial
methods and assumptions described in sub-
section (b).

(2) In making determinations under sec-
tion 1466(a) cf title 10, United States Code,
for months during fiscal years 1985 and
1986 beginning on or after the effective date
of any such change in law, the accrual per-
centage as recalculated under paragraph t1)
shall be used in lieu of the accrual percent-
age that would otherwise be applicable

Id DEFrnNIION or ACCRUAL PERCrNTAE&--
For purposes of this section, the term "ac-
crual percentage" means the single level per-
centage of basic pay determined under sec-
tion 1465(ci(l of title 10, United States
Code, for the purposes of computations
under sections 1465(b) and 1466(a) of that
title.
SEC M COLLECTION BY THE UNITED srTA r OF

MEDICAL AND DENTAL COsTr IN-
CURRED ON BEHALF OF CERTAIN PER-
SONS

(a) IN GENERAL.---(1 Chapter 55 of title 10,
United States Code, is amended by adding
at the end thereof the following new section

109& Cdllectin from third-part# pagen of rm-
sonable edlcal and dental camr costs lncarred
on behalf of retirees and dependents
"(a)(1) In the case of a person who is cov-

ered by section 1074(b), 1076(a), or 1076(b)
of this title, the United States shall have the
right to collect from a third-party paper the
reasonable costs of medical and dental care
incurred by the United States on behalf of
such person through a facility of the uni-
formed services to the extent that the person
would be eligible to receive reimbursement
or indemnification from the third-party
payer if the person were to incur such costs
on the person's own behalf. If the insurance,
medical service, or health plan of that Payer
includes a requirement for a deductible or
copayment by the beneficiary of the plan,
then the amount that the United States may
collect from the third-party payer is th rea-
sonable cost of the care provided less the ap-
propriate deductible or copayment amount

"(2) A person covered by section 1074(b),
1076(a), or 1076(b) of this title may not be
required to pay an additional amount to the
United States for medical and dental care by
reason of this section.

"lb) No provision of any insurance, medi-
cal service, or health plan contract or agree-
ment having the effect of excluding from
coverage or limiting payment of charges for
certain care solely on the basis that such
care is provided through a facility of the
uniformed services shall operate to prevent
collection by the United States under subsec-
tion (a).

"(cJ Under regulations prescribed under
subsection (fA, records of the facility of the
uniformed services that provided medical or
dental care to a beneficiary of an Insurance,
medical service, or health plan of a third-
party payer shall be made available for in-
spection and review by representatives of
the payer from which collection by the
United States is sought.

"(d) Notwithstanding subsections (a) and
(b), collection may not be made under this
section in the case of a plan administered
under title XVIII or XIX of the Social Secu-
rity Act (42 U.S.C. 1395 et seq.).

"(e)(1) The United States may institute
and prosecute legal proceedings against a
third-party payer to enforce a right of the
United States under this section.

"(2) The administering Secretary may
compromi, settle, or waive a claim of the,
United States under this section.

"f) The Secretary of Defense, in consulta-
tion with the other administering Secretar-
fes, shall precribe regulations for the ad-
ministration of this section. Such regula-
tions shall provide for computation of the
reasonable cost af medical and dental care.
Computation ofstich reasonable cost may be
based on- -

"(1) per diem rates; or
"(21) such other method as may be appro-

priatbe However, such regulations shall pro-
vide that in no event may the reasonable
cost of care or services sought to be recov-
ered or collected from a third-party payer
exceed an amount equal to the prevailing
rate that such third-party payer can demon-
strate to the satisfaction of the Secretary of
Defense it would pay for the care or services
provided in facilities (other than facilities
of departments or agencies of the United
States) in the same geographic area.

"(g) In this section, 'third-party payer'
means an entity that provides an insurance,
medical service, or health plan by contract
or agreement.

(2) The table of sections at the beginning
of such chapter is amended by adding at the
end thereof the following new item.

"1095. Collection from third-party payers of
reasonable medical and dental
care costs incurred on behalf of
retirees and dependent "

(b) Enmc'rm DAr--Section 1095 of title
10, United States Code, as added by subsec-
tion (a), shall apply with respect to health
care provided on or after the date of the en-
actment of this Act (but only with respect to
an insurance, medical service, or health
plan agreement entered into amended, or
renewed on or after that date).

(c) REPEAL PnOVISION.-Section 1095 of
title 10, United States Code, as added by sub-
section (a)(1/, and the item in the table of
sections at the beginning of chapter 55 of
such title relating to section 1095, as added
by subsection (a)(2), are repealed effective
two years after the date of the enactment of
this Act
S6EC m STUDY OF USE BY CHAMPUS OF MEDICA R

PROSPECTIVE PA YMENT YSYMK
(a) CONGRESSIONAL FmNDIN.-The Con-

gress finds that-
(1) costs of providing medical care under

the program administered by the Depart-
ment of Defense known as the Civilian
Health and Medical Program of the Uni-
formed Services (CHAMPUS) have escalated
rapidly in recent years;

(2) new and innovative methods for con-
trol and containment of costs under the
CHAMPUS program must be explored; and

(3) the adoption for the CHAMPUS pro-
gram of a prospective payment system for
inpatient hospital services like that used by
Department of Health and Human Services
under title XVIII of the Social Security Act
for the Medicare program could provide sig-
nificant savings for the CHAMPUS pro-
gram.

(b) S Y u RquRsmEmsxr.--The Secretary of
Defense and the Secretary of Health and
Human Services shall jointly study the pos-
sible effects of the adoption for the CHAM-
PUS program of a prospective payment
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system for inpatient hospital services such
as that used by the Department of Health
and Human Services for the Medicare pro-
gram. The study shall address-

(1) the advisability and feasibility of re-
quiring by law that a hospital participate in
the CHAMPUS program as a condition of
participating in Medicare and whether such
a requirement is needed in order to ensure
adequate participation by hospitals in the
CHAMPUS program if a prospective pay-
ment system were to be adopted for the
CHAMPUS program, and

f2) the changes that might be expected if
such a system were adopted in the CHAM-
PUS patient workload and the CHAMPUS
aggregate payment levels to various seg-
ments of the provider community (including
private, public, nonproft, and teaching fa-
cilities .

(c) RzPoRT.-Not later than December 1,
1985, the Secretaries shall submit a report to
the Committees on Armed Services and Fi-
nance of the Senate and the Committees on
Armed Services and Ways and Means of the
House of Representatives of their findings
under the study under subsection (bi. The
report shall include-

(1) such recommendations for changes in
the CHAMPUS system of reimbursement as
the Secretaries consider appropriate, and

(2) the recommendations of the Secretaries
on the need for and appropriateness of a re-
quirement by law relating to hospital par-
ticipation in the CHAMPUS and Medicare
programs such as that described in subsec-
tion (b)(1).
SEC. Is& REQUIREMENT FOR MEDICARE PROVIDERS

OF HOSPITAL SERVICES TO PARTICI-
PATE IN CHAMPUS AND CHAMPVA PRO-
GRAMS.

(a) AAsnDmEr s ro rHz SOCLu ScuaRInr
Acr.-Section 1866(a)(1) of the Social Seou-
rity Act (42 U.S.C. 1395cc(aJ(1)), relating to
agreements to provide care for the aged and
disabled, is amended-

(1) by striking out "and" at the end of sub-
paragraph (G);

(2) by striking out the period at the end of
subparagraph (H) and inserting in lieu
thereof ", and'", and

(3) by inserting after subparagraph (H)
the following new subparagraph

"(D) in the. case of hospitals which provide
inpatient hospital services for which pay-
ment may be made under this title, to be a
participating provider of medical care
under any health plan contracted for under
section 1079 or 1086 of title 10, United
States Code, or section 613 of title 38, United
States Code, in accordance with admission
practices, payment methodology, and
amounts as prescribed under otint regula-
tions issued by the Secretaries of Defense,
Health and Human Services, and Transpor-
tation in implementation of sections 1079
and 1086 of title 10, United States Code, and
under regulations issued by the Administra-
tor of Veterans' Affairs in implementation
of section 613 of title 38, United States
Code ':

(b) Errrc7v DArt-The amendments
made by subsection a) shall take effect on
October 1, 1986 and shall apply to inpatient
admissions at hospitals subject to section
1866(a)(1) of the Social Security Act (42
U.S.C. 1395cc(a)(1)) (as amended by subsec-
ttion (a) of this section) that occur on and
after such date

TITLE III--COMMITTEE ON BANKING,
HOUSING, AND URBAN AFFAIRS

TABLE OF SECTIONS
Sec. 301. Short title.
Sec 302. Purchase of CDBG guaranteed ob-

ligations by the Federal Fi-
nancing Bankt
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Sec. 303. Public housine operating subsi-

dies
Sec. 304. Public and Indian housing financ-

ing reforms.
Sec. 305. Rural housing authorizationl
Sec. 306. Manaerent of ins d loas.
Sec. 307. Urban development action grants.

SHORtr mTL
SEC. 301. This title may be cited as the

"Housing and Community Development
Reconciliation Amendments of 1985':

PURCHASS OF CDBo OUARANert OBLaAJTIONS
BY hE FEDERAL IANCICNO BANK

SEC. 302. (a) Section 108 of the Housing
and Community Development Act of 1974 is
amended by adding at the end thereof the
following:

"(1) Notes or other obitgations guaranteed
under this section may not be purchased by
the Federal Ftinancing Bank :

(b) The amendment made by subsection
(a) shall take effect on July 1, 1986.

(c) The Secretary of Housing and Urban
Development shall take such administrative
actions as are necessary to provide by the ef-
Jective date of subsection (a) private sector
financing of loans guaranteed under section
108 of the Housing and Community Devel-
opment Act Qf 1974.

PUBLIC HOUSING OPERATIVNG SUBSIIES

Src. 303. Section 9(c) of such Act is
amended by striking out "and by" after
"1983," and by inserting after "1984" the fol-
lowing '", and not to exceed $1,279,000,000
on or after October 1, 1985"':

PUBLIC AND INDIAN HOUSING 37 NWNCING
REFORMS

Src. 304. (a) Section 4 of the United States
Housing Act of 1937 is ainended by adding
at the end thereof the following new subsec-
tion:

"(c)(1) On September 30, 1985, or the date
of enactment of the Housing and Communi-
ty Development Reconciliation Amendments
of 1985, whichever is later, in accordance
with such accounting and other procedures
as the Secretary may prescrtb, each loan
made by the Secretary pursuant to subsec-
tion (a) that has any principal amount out-
standing or any interest amount outstand-
ing or accrued shall be foriven, the terms
and conditions of any contract, or any
amendment to a contract, for such loan with
renspect to any promise to repay such princi-
pal and interest shall be canceled This can-
ceation shall not affect any other terms
and conditions of such contract, which shall
remain in effect as if the cancellation had
not occurred This paragraph shall not
apply to any loan, the repayment of which
was not to be made using annual contritb-
tions, or to any loan, all or part of the pro-
ceeds of which are due a public housing
agency from contractors or others

"(2) On September 30, 1985, or on the date
of enactment of the Housing and Communi-
ty Development Reconciliation Amendments
of 1985 into law, whichever is later, each
note or other obligation issued by the Secre-
tary to the Secretary of the Treasury pursu-
ant to subsection (b), together with any
promise to repay the principal and unpaid
interest which has accrued on each obliga-
tion. is forgiven; and any other term or con-
dition specfd by each such obligation is
canceled

"(3) Nothing in paragraph (1) or (2) shall
be construed to terminate the obligations oJ
a public housing agency with respect to the
management or operation of, or tenant eligi-
bility for, units financed with the notes or
obligations canceled earlier than such obli-
gations would have terminated without
such cancellation.':

RURAL HOUO vsNGa A Uv ORZAIrS
SEc. 305. /a) Section 513 of the Housing

Act of 1949 is amended to read as follows:
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"Sc. 513. (a)(1) Me Secretary may insure
and guarantee loans under this part during
fical year 1986 in an aggregate amount not
to ezceed $2,027,180,000, of which--

"(A) $1,370,580,000 shall be for loans under
section 502; and

"(B) $630,000,000 shall be for loans under
section 515.

"(2) Notwithstanding any other provision
of la, insured and guaranteed loan author-
ity in this title for any fiscal year beginning
after September 30, 1984, shall not be trans-
ferred or used for any purpose not speciJ'ed
in this part.

"(b) There are authorized to be appropri-
atd for fiscal year 1986-

'r1) $13,000,000 for grants pursuant to sec-
tion 504;

"(2) $1,000,O Nfor the purposes of section
509(o0); -F,

"(3) such sums as may be necessary to
meet payments on notes or other obligations
issued by the Secretary under section 511
equal to (A) the aggregate of the contribu-
tions made by the Secretary in the form of
credits on principal due on loans made pur-
suant to section 503, a (tB) the interest
due on a similar sum *presented by notes
or other obligations isuot the Secretary;

"(4) $1200Q000 for fiL tial assistance
pursuant to section 516; and

"(5) $8,000,090 for the purposes of section
523.

"(c) The Secretary may enter into rental
assistance contracts aggregating
$240,2600,. under section 521(a)(2)fA)
during fiscal year 1986. ".

(b) Section $2(g)W of the Housing Act of
1949 is ameand-

(A) by strik* out "$5,000,000" and in-
serting in lieu th "$700,000'"; and

(B) by striking out "f'scal year 1985" and
inserting in lieu thereof "iscal year 1986"'

MAsGEMENT OF INsUR"D LOANS

Src. 306. (a) Section 517(d) of the Housing
Act of 1949 is amended-

(1) by inserting "(1) afbter the subsection
designation; and

(2) by adding at the exhepreof the follow-
ing:

"(2) The Secretary shall, to the extent prac-
ticable, sell loans insured or guaranteed
under this part to the public. Each loan
made by the Secretary or other lender under
this part that to insured in accordance with
this subsection Wmg when offered for sale to
the public, be acceualed by an agreement
by the Secretary to VW to the holder of such
loan (through an agreement to purchase
such loan or through such other means as
the Secretary determines to be appropriate)
the difference between the rate of interest
paid by the borrower of such loan and the
market rate of interest (as determined by the
Secretary) on obligations hting compara-
ble periods to maturity on the date of such
sale.

"(3) Each loan made by the Secretary or
other lender under this part that is insured
in accordance with this subsection shall,
when offered for sale to the public, be ac-
cormpanied by agreements for the benefit of
the borrower under the loan that provide
that-

"(A) the purchaser or any assignee of the
loan shall not diminish any substantive or
procedural right of the borrower arising
under this part,

"(B) upon any substantial default of the
borrower, but prior to foreclosure, the loan
shall be assigned to the Secretary for the
purpose of avoiding-fortoepor. and

"iCt following any t under sub-
paragraph (B) and befoiTnmmcsetni any
action to foreclose or otherwise dispossss
the borrouwer, the Secretary shall afford the
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borrower l11 substanttve and procedural
rithts arisng under this part, including
consideration for interet subidy, mortori-
urn, raortization, refinanenw, end
appeal of any adoerse decision to an frr-
tial officer.

"(4) Prom the proceeds of loan sales under
paragraph (2), the Secretary shall set aside
as a reserve against future losses not less
than.5 per centum of the outstanding face
amount of the loans held by the public at
any time'".

Ib) Section 517(j) of the Housing Act of
1949 is amended-

(1) by striking out "and" at the end of
paragraph (4);

(2) by striking out the period at the end of
paragraph (5) and inserting in lieu thereof
" and'"; and

(3) by adding at the end thereof the follow-
ing new parraoph:

"(6) to make payments and take other ac-
tions in accordance with agreements en-
tered into under paragraphs (2) and (3) of
subsection (d)."

tc) Section 517 of the Housing Act of 1949
is amended by striking out subsection (n).

URBAN DXVEXOPM'rT ACTION GRAMNS

3Sc. 307. (a) Section 119(a) of the Housing
and Community Development Act of 1974 is
amended by striking out the last sentence
and inserting in lieu thereof the following:
"There are authorized to be appropriated to
carry out the provisions of this section not
to exceed $440,000,000 for each of the fiscal
years 1984 and 1985, not to exceed
$352,680,000 for fiscal year 1986, and not to
exceed $366,000,000 for fiscal year 1987. Any
amount appropriated under the preceding
sentence shall remain available until ex-
pended.".

(b)(1) Section 119(d) of the Housing and
Community Development Act of 1974 is
amended-

(A) by indenting clauses (A) and (B) of
paragraph (1);

(B) by striking out "as the primary crite-
rion, " in clause (A);

(C) by striking out clause (C) of paragraph
(1) and inserting in lieu thereof the follow-
ing:

"tC) at least the following other criteria-
"(i) the extent to which the grant will

stimulate economic recovery by leveraging
private itnestmeC'

"/ii the number of permanent jobs to be
created and their relation to the amount of
grant funds requested;

"(tii) the proportion- of permanent jobs ac-
cesSibe to lower income persons and mi-
norities, including person who are unem-
ployed;

"tiv) the impact of the proposed activities
on the fiseal base of the city or urban county
and its relation to the amount of grant
funds requested

"(v) the extent to which State or local gov-
ernment funding or special economic incen-
tives have been committed,

"(vi) the extent to which the project is lo-
cated in the portion of the applicant city or
urban county with the highest comparative
degree of economic distress and the project
will directly improve the ouality of housing
or employment opportunities for low and
moderate income residents of that portion,

"(vii) the extent to which the project will
produce goods or ervices the majority of
which can be expected to be exported from
the applicant's economy; and

"(viii) to the extent the Secretary deems
appropriate, the extent to which other Feder-
al assistance is to be made available shall be
considered in applying the criteria referred
to in clauses i), (ii), and liv) of this sub-
paragraph,



CONGRESSIONAL RECORD - SENATE
"(Di additional consideration for the

extent to which the project, in the deterofi
nation of the Secretary, would-

"(i) retain jobs which would be lost wioh-
out the provision of a grant under this eec-
tion, and

"(ii) relieve the applicant's most pressing
employment or residential needs by--

"(I) reemploying, workers in a skill that
has recenUy suffered a sharp increase in un-
employment locally,

"11) retraining recently unemployed resti-
dents in new skills,

"'111 providing training to increase the
local pool of skilled labor;, or

"(IV) producing decent housing for low-
and moderate-income persons in cases
where such housing is in severe shortage in
the applicant's area and where Federal as-
sistance for production of such housing
would not otherwise be available, and

"(E) additional consideration for projects
with the following characteristics:

"(l projects to be located within a city or
urban county to which no grant under this
section was made during the preceding
twelve-month period, and

"'(it) twice the amount of the additional
consideration provided under clause t(i in
the case of a grant for projects to be located
in cities or urban counties to which no
grant under this section was made during
the preceding twenty-four month period.'
and

(D) by adding at the end thereof the fol-
lowing:

"(3) The Secretary may not award a grant
under paragraph (1) unless he determines
that the project would have a substantial
impact on physical and economic develop-
ment of the city or urban county, that the
proposed activities are likely to be accom-
plished in a timely fashion within the grant
amount available, and that the city or
urban county has demonstrated perform-
ance in housing and community develop-
ment programs

"(4) The -Secretary shall award points to
each application as follows-

"(A) not more than 35 points on the basis
of the factors referred to in subparagraph
(A) of paragraph (1);

"(B) not more than 35 points on the basis
of the factors referred to in subparagraph
(B) of paragraph (1);

"(C not more than 30 points on the basis
of the factors referred to in subparagraph
(C) of paragraph (1), of which not more
than 3 points in the aggregate shall be
awarded for the factors referred to in clauses
(vi) and (vii) of subparagraph (C);

"(D) not more than 3 additional points as
the Secretary deems appropriate for projects
described in subparagraph (D) of paragraph
(1); and

"(E) not more than 2 additional points as
the Secretary deems appropriate for projects
described in subparagraph (E) of paragraph
(1).

"(5) The Secretary shall distribute grant
funds under this section so that to the extent
practicable during each funding cycle-

"(A) two-thirds of the funds are first made
available utilizing all of the criteria set
forth in paragraph (1); and

"(B) one-third of the funds is then made
available solely on the basis of the factors
referred to in subparagraphs (C), (D), and
(E) of paragraph (1).

(2) Notwithstanding any provision of sec-
tion 119 of the Housing and Community De-
velopment Act of 1974, for purposes of fund-
ing decisions made before February 1, 1986,
the Secretary of Housing and Urban Devel-
opment shall give additional consideration,
equal to the points otherwise awarded under
clause (C) of paragraph (1) of section 119(d)
of the Housing and Community Develop-

ment Act of 1974, as amended by paragraph
(1t) of this subsection, in the case of a project
to be located in a city or urban county to
which no grant under section 119 of such
Act was made during the preceding twenty-
four month period if such project has met
the criteria for preliminary approval in the
three consecutive funding cycles immediate-
ly preceding the date of enactment of this
paragraph.

43) The provisions of paragraphs (1)(E),
(4)(E), and (5) of section 119td) of the Hous-
ing and Community Development Act of
1974, as amended by paragraph (1) of this
subsection, and the provisions of paragraph
(2) of this subsection shall take effect on the
date of enactment of this Act except that in
applying section 119(d)(5)(B) of such Act
prior to the issuance of implementing regu-
lation under the second sentence of this
paragraph, the Secretary shall exclude those
criteria for which regulations are required
to be issued The remainder of the amend-
ments made by paragraph 1) shall take
effect upon the issuance of implementing
regulations which the Secretary shall issue
not later than four months after the date of
enactment of tkis Act

(4) Not ltaief~han March 15, 1986, the Sec-
retary of Htsing and Urban Development
shall pres"e and submit to the ongress a
report evaluating the Urban Development
Action Grant standards for eligibility and
project selection under section 119 of the
Housing and Community Development Act
of 1974. Such report shall include an ebalua-
tion of the effect of those standards, taken
individually and as a whole, in targeting
eligibility on the Nation's economically
most distressed cities and in tstimulating the
maximum economic development activity,
as well as any legislativs recommendations
of the Secretary for improvement and the
reasons for such recommendationL

tc) Section 119(f) of the Housing and Com-
munity Development Act of 1974 is amended
by adding at the end thereof the followingo:
"In any case where the project proposes the
repayment to the applicant of the grant
funds, such fundt shall be made available by
the applicant foi-economic development ac-
tivities which are or would be eligible activi-
ties under this section or section 104. The
applicant shall annually provide the Secre-
tary with a statement of the projected re-
ceipt and use of repaid grant funds during
the next year together with a report accepta-
ble to the Secretary on the se qof such funds
during the most recent preceding full fiscal
year of the applicant.':

(d) Section 119(n)tl) of the Housing and
Community Development Act of 1974 is
amended by adding at the end thereof the
foUllowoi: "Such term also includes the
counttiesof Kauai, Maul, and Hawaii in the
State of HawaiL, except that in the case of
such counties grants shall be made only to
assist profects that, in the determination of
the Secretary, are located in and will im-
prove the employment base of urban areas
within such counties':

te) Section 119(r) of the Housing and Com-
munity Development Act of 1974 is amended
by striking out "among programs" and in-
serting in lieu thereof "against projects".':
TITLE IV-COMMITTEE ON COMMERCE,

SCIENCE, AND TRANSPORTATION
LOCAL RAIL SER VICK ASSISTANCE

Ssc. 401. Notwithstanding any other pro-
vision of law, no appropriation shall be
made for purposes of section 5 if) through
(p) of the Department of Transportation Act
(49 App. U.S.C. 1654 (f) through (p)) which,
for the fiscal year ending September 30,
1986, is in excess of $11,800,000; for the
fiscal year ending September 30, 1987, is in
excess of $12,200,000; and for the fiscal year
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ending September 30 1988, is in excess of
$12,800,000.

NAI7ONl RLRgOAD PASSE AER CORPORATION

SEc 402 t(a) Notwithstanding any other
provision of law, no appropriation in excess
of 582 ,000,000 for the fiscal year ending
September 30, 1986, $606100,000 for the
Ascal year ending September 30, 1987, and
$630,300,000 for the fiscal year ending Sep-
ternber 30, 1988, shall be made for purposes
of carrying out activities of the National
Railroad Passenger Corporation under the
Rail Passenger Service Act (45 U.S.C. 501 et
seg).

(b) Section 103(3) of the Rail Passenger
Service Act (45 U.S C. 502(3)) is amended-

(1) by inserting "tused" immediately before
"automobiles'? and

(t2) by striking "and their occupants".
(c) Section 303(a)(1)(E) of the Rail Passen-

ger Service Act (45 U.S.C. 543aiJ(1)(E)) is
amended by inserting "and shall serve until
their successors have been appointed" imme-
diately before the period at the end thereof

td) Section 303(d) of the Rail Passenger
Service Act (45 U.S.C. 543(d)) is amended by
striking the third sentence.

te) Section 304(c) of the Rail Passenger
Service Act (45 U.S.C. 544(c)) is amended by
adding at the end thereof the following:

"(3) The preferred stock issued pursuant to
paragraphs (1) and (2) of this subsection
shall be deemed to have been issued as of the
date of receipt by the Corporation of the
funds for which such stock is issued "':

(fitlI Section 305(l) of the Rail Passenger
Service Act (45 U.S.C. 545(l)) is repealed.

(2) Section 305tm) of the Rail Passenger
Service Act (45 U.S. C 545(m)) is amended by
striking "Center" each place it appears and
inserting in lieu thereof "Corporation':

(3) Section 308(a) of the Rail Passenger
Service Act (45 U.SC 548(a)) is amended to
read as folows:

"ta) The Corporation shall submit to the
Congress a report not later than February 15
of each year. The report shall tnclude, for
each route on which the Corporation operat-
ed intercity rail passenger service during the
preceding fiscal year, data on ridership
short-term avoidable profit or loss per pas-
senger mile revenue-to-cost ratio, revenues
the Federal subsidy, the non-Federal subst-
dy, and on-time performance Such report
shall also specify significant operational
problems which have been identified by the
Corporation, together with proposals by the
Corporation to resolve such problems. ':

tg) Section 306f) of the Rail Passenger
Service Act (45 U.S C 546(f)) is amended by
inserting at the end thereof the following:
"The Corporation shall be permitted to par-
ticipate in the contract air program admin-
istered by the General Services Administra-
tion in markets where service provided by
the Corporation is competitive with regard
to rates and total trip times& ':

(h) Section 306(m) of the Rail Passenger
Service Act (t45 U.S.C 546(m)) is amended by
inserting "only" immediately after "citi-
zen.

(t)(l) Section 403(d) of the Rail Passenger
Service Act (45 U.SC. 563(d)) is amended-

(A) by striking "critcria set forth in sec-
tion 404(d)(2)(B)" and inserting in lieu
thereof "criterion set forth in section
404(d)(2)"; and

tB) by inserting after the first sentence
thereof the following: "Beginning October 1,
1986, if such service is not projected to meet
such criterion the Corporation may discon-
tinue such service, unless the Corporation
and a State tor States) enter into an agree-
ment which ensures that the criterion will
be met'
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4V/ Section 404(c/(3)(B) of the Rail Passen-

ger Service Act (45 U.S.C. 564(c)(3)(B)) is
amended-

(A) by striking "60" and inserting in lieu
thereof "120 '

(B by striking all after "submission"
through "amendment"; and

(C) by adding at the end thereof the follow-
ng: "For putrposes of this subparagraph,

continuity of session of the Congress' is
broken only by an adjournment sine die and
the days on which either House is not in ses-
sion because of adjournment of more.than 3
days to a day certain are excluded in the
computation of such 120-day period. ':

(3) Section 404(c)(4)(B) of the Rail Passen-
ger Service Act (45 U.S.C. 564(c)(41(B)) is
amended to read as follows:

"(B) The Corporation shall conduct an
annual review of each route in the basic
system to determine if such route is project-
ed to meet the criterion appropriate to such
route set forth in subsection (d), as adjusted
to reflect constant 1979 dollars. If the Corpo-
ration determines on the basis of such
review that such route will not meet such
criterion, the Corporation shall discontinue,
modify, or adjust the operation of rail pas-
senger service over such route so that the
criterion will be met. ':

(4)(A) The first sentence of section
404(d)(1) of the Rail Passenger Service Act
(45 U.S.C. 564(d)(1)) is amended-

(i) by striking 'I--" and inserting in lieu
thereof 'if';

iit) by striking "(A)"; and
(iii) by striking all after "mile" the second

time it appears therein and inserting in lieu
thereof a period.

(B) The second sentence of section
404(d)(1) of the Rail Passenger Service Act
(45 U.S.C. 564(d)(1)) is amended by striking
"and passenger mile per train mile".':

(CI) The last sentence of section 404(d)(1)
of the Rail Passenger Service Act (45 U.S.C.
564(d)(1)) is repealed

(5) Section 404(d)(2) of the Rail Passenger
Service Act (45 U.S.C. 564(d)(2)) is amend-
ed-

(A) by striking "if-" and inserting in lieu
thereof 'f';

(B) by striking "(A)"; and
(C) by striking all after '"mnile" the second

time it appears therein and inserting in lieu
thereof a perfod

(6) Section 402 of the Rail Passenger Serv-
ice Act (45 U.S.C. 562) is amended by adding
at the end thereof the following:

"(i) Nothing in this section shall preclude
parties from entering into an agreement,
after the determination of the Commission
or their initial agreement under this section,
with respect to related costs described in
this section.':

(71 The provisions of this subsection shall
take effect on October 1, 1986.

(I) Title VII of the Rail Passenger Service
Act (45 U.S.C. 621 et seq.) is repealed.

(k) Section 306(a)(3) of the Rail Passenger
Service Act (45 U.S.C. 546(a)(3)) is amended
by striking "': except as otherwise provided
in this Act,':

(1) Section 306(k) of the Rail Passenger
,Service Act (45 U.S.C. 546(k)) is repealed.

in) Section 402(g) of the Rail Passenger
Service Act (45 U.S.C. 562(g)) is repealed

(n) Section 405(a) of the Rail Passenger
Service Act (45 U.S.C. 565(a) tis amended by
adding at the end thereof the following: "For
purposes of this section and any agreement
designed to implement the provisions of this
section, a 'discontinuance of intercity rail
passenger service' shall not include any re-
duction in frequency, seasonal suspension
or other service modification that does not
result in elimination of all intercity rail
passenger service on a route.':
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(o)(1) The first sentence of section

805(2)(A/ of the Rail Passenger Service Act
(45 U.S.C. 644(2)(A)) is amended-

(A) bvy st4A ""sha0l" and inserting in
lieu thereof nay"' ; and

(B) by striking "annually a".
(2) Section 805(2) (A) and (B) of the Rail

Passenger Service Act (45 U.S.C. 644(2) (A)
and (B)) is amended by striking "audit"
wherever it appears and inserting in lieu
thereof "audits".

(pl Section 806 of the Rail Passenger Serv-
ice Act (45 U.S.C. 645) is repealed.

(q) Section 810 of the Rail Passenger Serv-
ice Act (45 U.S.C 649) is repealed.

(r) Section 811 of the Rail Passenger Serv-
ice Act (45 U.S.C. 650) is repealed.

(s) Section 703(16)(D / Railroad Revi-
talization and ReaZUasl Refonrm Act of
1976 (45 U.S.C 853(11)(D1 is repealed.

(t)(1)(A) Section 1163 of the Northeast
Rail Service Act of 1981 (45 U.S.C. 1111) is
repealed.

(B) The item relating to section 1163 in
the table of contents of the Northeast Rail
Service act of 1981 is amended to-read as
follows:

"Sec 1163. Repealed".
(C) Any decisions of the Interstate Com-

merce Commission before the date of enact-
ment of this Act under section 1163 of the
Northeast Rail Service Act (45 U.S.C. 111)
shall have no force and effect after the date
ofenactment of this Act.

(2) Section 402(a) n-P Rail Passenger
Service Act (45 1U.S.91 a)) is amended-

(A) by inserting "(1)" immediately after
"(a)";

(B) by inserting "(2)" immediately before
"Notwithstanding";' and

(C) by adding at the end of paragraph (2),
as so designated b subparagraph (A) of this
paragraph, the loulowing "The Commission,
in making Ak.a determination, shall
assign to an en lPbtaining services pursu-
ant to this paragraph the costs incurred by
the Corporation solely for the benefit of that
entity, plus a proportionate share of all
other costs of providing services covered by
this paragraph that are incurred for the
common benefit of more than one user of the
rail properties covered by this paragraph,
The proportionate share of such other costs
assigned to a user shall be based on relative
measures of volume ',far or train oper-
attons, passengers theoed, tonnage, or
other factors that reasonably reflect the rela-
tive use of the rail properties covered by this
paragraph. t

(3) The compensation standard estab-
lished by the amendment made by para-
graph (2) of this subsection shall be effective
in any procfet4ing instituted under section
402(a)(2) of the Ril Passenger Service Act
(45 U.S.C. 562(a)(2)) after the date of enact-
ment of this Act.

CORPORA7 ON FOR PUBLIC BROADCASTING

SEC. 403. (a) Section 391 of the Communi-
cations Act of 1934 (47 U.S.C. 391) is amend-
ed-

(1) by striking "ant' after "1983, "; and
(2) by inserting '",- $4,000,000 for fiscal

year 1986, $28,000,000 for fiscal year 1987,
and $32,000,000 for fiscal year 1988," imme-
diately after "1984,. ' '

(b) Section 393 of thiwrnmunications Act
of 1934 (47 U.S.C. 393) is amended-

(1) by striking subsection (c); and
(2) by redesignating subsection (d) as sub-

section (c).
(c)(1) Section 396(k)(1)fC) of the Commu-

nications; Act of 1934 (47 U.S.C.
396/k1)f((CL is amended-

(A) by &iUk ng "and 1986" and inserting
in lieu-- F"1986, 1987, 1988, 1989, and
1990"; T
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(B) by striking "and" after 'fiscal year

-1 985,' "; and
(C) by inserting "- $200,000,000 for fiscal

year 1987, $214,000,000 for fiscal year 1968,
$238,000,000 for fiscal year 1989, and
$254,000,000 for fiscal year 1990" immedi-
ately before the period at the end thereof.

(2) Section 396(k)(3/(A)(i)(l) of the Com-
munications Act of 1934 (47 U.S.C.
396(k)(3)fA)(t)(lr) is amended by striking
"research, training, technical assistance, en-
gineering, instructional support, payment of
interest on indebtedness,':

(d) Section 396(k) of the Communications
Act of 1934 (47 U.S.C. 396(k)) is amended-

(1) by striking paragraph (8); and
(2) by redesignating paragraphs (9) and

(10) as paragraphs (8) and (9), respectively.
FDERAL COMMUNICATIONS COMMISSION

SEC. 404. (a)(1) Section 6 of the Communi-
cations Act of 1934 (47 U.S.C. 156) is amend-
ed to read as follows.'

"AUTHORIZATION OF APPROPRIATIONS
"Ssc. 6 There are authorized to be appro-

priated for the administration of this Act by
the Commission $98,100,000 for fiscal year
1986 and $97,600,000 for fiscal year 1987, to-
gether with such sums as may be necessary
for increases resulting from adjustments in
salary, pay, retirement, other employee bene-
fits required by law, and other nondiscre-
tionary costs, for each of the fiscal years
1986 and 1987.':

(2) The amendment made by paragraph
(1) of this subsection shall apply with re-
spect to fiscal years beginning after Septem-
ber 30, 1985.

(bl Section 4(g)(2) of the Communications
Act of 1934 (47 U.S.C. 154(g)(2)) is amend-
ed-

(1) in subparagraph (D), by striking
"1985" and inserting in lieu thereof "1987";
and

(2) by adding at the end thereof the follow-
ing new subparagraph:

"fE) Funds which are received by the Com-
mission as reimbursements under the provi-
sions of this paragraph after the close of a
fiscal year shal remain available for obliga-
tion. ':

(c) Section 5(g) of the Communications
Act of 1934 (47 U.SC. 155(g)) is.amended by
striking "January 31" and inserting in lieu
thereof "March 31':

(d) For provisions of laiw which, through
relocation of the Fort Lauderdale, Florida,
Monitoring Station of the Federal Commu-
nications Commission, reduce spending for
fiscal year 1986 in satisfaction of the recon-
ciliation requirements imposed by section
2(e) of S. Con. Res 32 (99th Congress), see
the material under the heading "FEDEiRAL
CoMMuNCATAoNs COMMISSION" in the Supple-
mental Appropriations Act, 1985 (Public
Law 99-88).

(e) The Communications Act of 1934 (47
U.S.C. 151 et, seq.) is amended by inserting
immediately after section 7 the following
new section.

"CHARGES

"Ssc. 8. (a) The Commission shall assess
and collect charges listed in this subsection
at the rates listed or at such modified rates
as it shall establish pursuant to the provi-
sions of subsection (b) of this section.

"Schedule of Charges

Fee"Service Feeamount

PRIVATE RADIO BUREAU
I. Marine Coast StationJ (Nen $60.00

Modtflcationu, Renewall.
. Operational Fixed Microwave Sta- 135.00

tions (New, Modtfcations, Re-
newals).
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"Schedule of Charges-Continued

"Service Pee "ervleF Fee
am"Soun amount

3. Avisati round Stations) (New.
Mod d"ions, Renewals).

. Land Mobile Radio Licenses tNhw
Modiftcations. RenewaW.

EQUIPMENT APPROYAL SERV-
ICE

1. Certflccattio

a. Receivers (Except TV & FM
Receve rs).

b AU Otler Device ... .......
2. Type Acceptance

a. Approval of Subscrtption TV
Swtem.

b. AUll Others._ .................._.__
3. Type Approval

a. Ship (Radio Telegraph)
Automatic Alarm Systems

& Ship and Lifeboat (Radio
Telegraph) Transmitter

c. AU Others (With Testif)..__..
d. AU Others (Without Testing)..

4. Noication ... .........................

60.00

30.00

250.00

650.00

2,000.00

325&00

6,500.00

3,250.00

1.300.00
150.00
100.00

MASS MEDIA BUREA U
1. Commercial TVStations

a. New and Major Change Con- 2,250.00
struction Permits Applica-
tion Fees

b. Minor Changes Application 500.00
Fe.

c. Harng Cha rge. .. _............ 000......00
d License Fee ..._ ................. 150.00

2 Commercial Radio Stations
a Mew and Major Change Con-

struction Permits
(1 Application Fee AM 2,000.00

Station.
.21 Aplication Fee FM 1,800.00

b. Minor Changes AppL Fee-AM 500.00
& FM,

c. irh CaarO ...................... 6,000.00
d. hene Fe .... _...._.. ....

(Il AN .... I .. ....................... 325.00
(2) FM ..................................... 100.00

Directional Antenna License 375.00
Fee tM only). -

3. FM/TV Translators and LPTV
Stations (New & Major Change
Construction Permits)

a. Application Fee ............ 375.00
h IAoen e Fee ................... ._ 7.

4. Station Assignment and Transfer
Fees

a. AM, FM and TV Commercial
StatIons

(1t Application Fee (Forms 500.00
314/315).

(2) Application Fee (Form 70.00
316),

. FM/TV Translators & LPTV 75.00
Station.

5. Auxiliary Services Major Actions- 75.00
Application Fee.

6. Renewals-All Services ........ ............. 3000
7. Cable Television Service

a. Cable Television Relay Serm- 135.00
ice-Constructfior Permits,
Assignments & Transfers, Re-
newals & Modficatlons.

. Cable Special Relief Peti- 700.00
ttions-Filing Fee.

S. Direct Broadcast Satellite New &
Major Change CPs

a. Application for Authoriza- L800.00
tion to Construct a Direct
Broadcost Satellite.

b. Issuance of CP & Launch 17,500.00
Authority.

c. License to Operate Satellite ... 500.00
d. Hearing Charge .................... 6,000.00

COMMON CARRIER BUREA U
1. Domestic Public Land Mobile Sta-

tions (Base, Dispatch, Control &
Repeater Statons)l

a. New or Additional Facility 200.00
Authorizatfons Assignments
& Transfers IPer transmit-
ter/per station/.

b. Renewal and Minor Modifi- 20.00
cations (Per station).

c Air-Ground Indivitdual Li- 20.00
cense Renewals & Modifitca-
tions.

2. Cellular Systems
a. laitial Construction Permits 200.00

& Major Modification Appli-
cations (Per cellular,systemi).

b. Assignments & Traners 200.00
(Per station/.

c. Initial covering license (Per
cellular system)

(11 Wirelne carrier ................ 525.00
(29 

m
Von trelinre carrier ........... 50.00

e. Minor modficatfos and ad-
ditional leels.

3 Rural Rai tCtral Offic RInter-
office or Relay Facilties)

a. nitial Construction Permit
Assignments & Tra ers
(Per transmitter).

b Renewals & Modifications
(Per stationl.

4. Offshore Radio Servio
a. Initial CenslructLon Ptrmit

Assignments & Transfers
(Per rw litter).

b. Re&aaa & ModiIations
(Per adaw).

5. Local Telcdta or Pont 7To Point
Mic rcawasftdio Service

a. Cosrwttio, Permnits ti-
fcakms of Consbtro n
Pcrmis and Renewals oq L-
cears.

& Asuignments & Traxbns of
Control tPer Station).

c. Initial License for NeV Fre-
que,9c?.

6 International Fixed Public 1Mo
tPulic & Control Station -;

a. Initial Construction Pr
mits, Assitgnents & Trans-
ferr.

b. Renewals & Modiflcatio-a....
7. Satellite Services

:. Transmit Earth S Wajh
11) Initial Statbion .h -

zatlon.
(2) Assignment & Trans-

fers cfA tion Authorza-
tion.

(3) Al Otier APPl icatios....
b. Small Trnsmit/ARceive

Earth Station (Z maders or
less)

t1) Lead Authorizattoo...__.
(2) Routine Authort Wi on...
(3) All Other Applifeations.....

ca Receive Only Earth Sit-aHo
(1) -Initial Station Atdhorf-

zation.
(2 AlUl Other ApPyLtzd ,.

4 Applications For yAnority
To Construct a Space Sation

e. Appiaions For A y
To Lmach & Opere a
Space Station.

f. Satellite System ApplioXmn
(1) hntial StatHo A= uur

(2) mtignmenLt & Trans-
fen -of Systemt

(3) AU O0ter Application....
S. Multipoait tiorbutn Service

a. Cwo _aon Permits, Re-
newaft & Modifications of
Conraetion Permis.

b A b & Trans of
ConLr tPer Station.

c. InS 27 eM ti r channel ..
S. Section 2 4lp"CatiooR

a. ALpiatton= for Overseas
Cables.wstruction.

h Appffation for Domestic
Cable Construction.
All Other 214 Applications.....

10. Tariff Filings
a. Filing Fee ..............

.b. Special Permission Filtis......
IL Tepne Equipment Re pgitio
12. rilta Electronic Message Seio

a. Construction Permits, e-
newals & Modffication* of
Construction Permnits.

b. Assignments & Transfers of
Control (Per Station).

a Iitial License iFirst Li-
cense or License Adding a
New Frequency).

The Schedule of Chargs established by this
subsection shall be implemented not later
than 360 days after the date of eactment of
this subsection.

"(b)(1) The Schedule of Charges estab-
lished by this section shall be etiewded by
the Commission every two years after the
date of enactment of this section and adjust-
ed by the Commission to reflect changes in
the Consumer Price Indez Increases or de-
creases in charges shall apply to all catego-
ries of charges, except that individual fees
shall not be adJusted until the increase or
decrease, as determined by the at change in
the Consumer Price Index sine the date of
enactment of this section, amounts to at
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least $5.00 in the case of fees under $1iO00,
or 5 percent in the ease of fees of $1O0. or
more AU fees which require adjustment wU
be rounded upward to the next $.00 incre-
ment The Commission shall transmit to the
Congress notificatiol of any such adjust-
ment not later than 90 days before the effec-
tive date of such adjustnenaL

"(2) Increases or dcreases in charges
made pursuant to this subsection shall not
be subject to judicial review.

"(c)(l) The Commission shall preseribe by
regulation an additional charge w shall
be assessed as a penaty for laie payment of
charges required by subsection ta) of this
section. Such penalty shall be 25 perent of
the amount of the char:e WJieu 'eas not
paid in a timely manner.

"(2) The Commission may dismiss any ap-
plication or other fiing for fallure to pay in
a timely manner any charge or penalty
under this section.

"(d)(l) The charges established in this sec-
tion shall not be appticable to the following
radio servicers Local Goavenmern Police
Fire, Highway Maintenance, Forestry-Con-
servaton, Pubtic SaMy, and Special Emer-
gency Radio, or to poveinmenitl entities li-
censed in other services

"(2) The Commission may waive or defer
payment of a charge in any specfie in-
stance for good cause shown, where such
action would promote the pubic interest

"re) Moneys received from charges estab-
lished in or prescribed pursuant to this sec-
tion shaU be deposited in the generalfiund of
the Treasury to reimburse the United States
for amounts apprproiaed for use by the
Commission in carrying out its functions
under this Act.

"(f) The Commission shall prescribe ap-
propriate rules and regulations to carry out
the provisions of this section.

COHMSR UC7TON-DJFFRENTFlL SYBS Y
SEC. 405. For provisioos o law which,

through repayment of conetruetioen-diffen-
tial subsidies made for the purpose of assist-
ing the construction of certain new vessels,
reduce spending for fiscal year 1986 in an
amount not to exceed $200,000,0*9 in satis-
faction of the reconciliation rtlrenments
imposed by section 2(e) of S Cn. Re 32
(99th Congress), see sections 204bt), 207, 506
and 714-of the Merchant Marine Act 1936
(46 App. U.S.C. 1114(b), 1117, 115 and 1204,
respectively), and regulations promulgated
pursuant to such secitent

NATIONAL OCEAoC AJVD AIMOSPIERC
ADM!N1STR&7'0N

SEC. 406. (a) 2here are authoried to be ap-
propriated to the Departmet of Commerce
to enable the National Oceanic and AtmRos-
pheric Administration to carry out its exec-
utive direction and admixistration duties
under law, $47,954,000 for fscal year 1986
and $50,111,930 for fscal year 1987. Moneys
appropriated pursuant to this authorization
shall be used to fund those duties relating to
executive direction ad aministration
specified by the Act entitlet 'An Act to clart-
fy the status and benefits of commissioned
officers of the National Oceanic and Atmos-
pheric Administration, and for other pur-
poses", approved Deember 31, f1"O s33
U.S.C. 857-1 et seq.), and any other law in-
volring such duties Such duties include
management, administrative suport, re-
tired pay of National Oceanic and Atmes-
pheric Administration commissioned offi-
cers, and policy development.

(b) There are authorized to be appropvi-
ated to the Department of Commerce to
enable the National Oceance and Atmos-
pheric Administration to earry out its
marine services duties under law,
$64,886,000 for fiscal year 1986 and
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"Schedule of Charges-Continued
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$67,805,870 ,forfiscal year 1987. Mdoneys ap-
propriated pursuant to this authorization
shall be used to fund those duties relating to
marine services specified by the Act-entitled
"An Act to define the functions and duties of
the Coast and Geodetic Survey, and for
other purposes'", approved August 6, 1947 (33
U.S.C. 883a et seq.), and any other law in-
volving such duties Such duties include
ship operations, maintenance, and support.

tc) There are authorized to be appropri-
ated to the Department of Commerce to
enable the National Oceanic and Atmos-
pheric Administration to carry out its air-
craft services duties under law, $12,744,000
for fiscal year 1986 and $13,317,480 for fiscal
year 1987. Moneys appropriated pursuant to
this authorization shall be used to fund
those duties relating to aircraft services
specified by the Act entitled "An Act to in-
crease the efficiency and reduce the expenses
of the Signal Corps of the Army, and to
transfer the Weather Service to the Depart-
ment of Agriculture", approved October 1,
1890 (15 U.S.C. 311 et seq.), and any other
law involving such duties. Such duties in-
clude aircraft operations, maintenance, and
support.

(d) For the purpose of enabling the Na-
tional Oceanic and Atmospheric Adminis-
tration to carry out its duties under the Na-
tional Advisory Committee on Oceans and
Atmosphere Act of 1977 (33 U.S.C. 857-13 et
seq.), there are authorized to be appropri-
ated to the Department of Commerce
$630,000 for fiscal year 1986 and $658,350
forfiscal year 1987.

(e) There are authorized to be appropri-
ated to the Department of Commerce to
enable the National Oceanic and Atmos-
pheric Administration to carry out its pro-
grams at current levels such sums as may be
necessary to accommodate salary, pay, and
other employee benefits authorized by law
for fiscal years 1986 and 1987.

(f) For the purpose of enablirig the Nation-
al Oceanic and Atmospheric Administration
to carry out its duties under title II of the
Marine Protection, Research, and Sanctuar-
tes Act of 1972 (33 U.S.C. 1441 et seq.), there
are authorized to be appropriated to the De-
partment of Commerce $10,635,000 for fiscal
year 1986 and $11,113,575 for fiscal year
1987.

(g) For the purpose of enabling the Nation-
al Oceanic and Atmospheric Administration
to carry out its duties under the National
Ocean Pollution Planning Act of 1978 (33
U.S.C. 1701 et seq.), there are authorized to
be appropriated to the Department of Com-
merce $3,571,000 for fiscal year 1986 and
$3. 731,695 for fiscal year 1'987.

(h)(1) There are authorized to be appropri-
ated to the Department of Commerce to
enable the National Oceanic and Atmos-
pheric Administration to carry out its non-
living marine resource duties under law,
$2,000,000 for fiscal year 1986 and
$2,090,000 for fiscal year 1987. Moneys ap,
propriated pursuant to this authorization
shall be used to fund those duties relating to
nonliving marine resources specified by the
Act entitled "An Act to define the functions
and duties of the Coast and Geodetic
Survey, and for other purposes"' approved
August 6, 1947 (33 U.S.C. 883a et seq.), and
any other law involving such duties. Such
duties include research, development, and li-
censing responsibilities pertaining to ocean
thermal energy conversion and the seabed
mining of manganese nodules, and polyme-
tallc sulfide analyses and research.

(2) The authorization provided for undei
paragraph (1) of this subsection shall be in
addition to moneys authorized under the
Deep Seabed Hard Minerals Resources Aci
(30 U.S.C. 1401 et seq.), and the Ocean Ther
mal Energy Conversion Act of 1980 (42
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U.S.C. 9101 et seq.), for the purpose of carry-
ing out such duties relating to nonliving
marine resources.

(i)(1) There are authorized to be appropri-
ated- _:~. k , Department of Commerce to
enable -th7-National Oceanic and Atmos-
pheric Administration to carry out its ocean
research duties under law, $28,471,000 for
fiscal year 1986 and $29,752,195 for fiscal
year 1987. Moneys approptriated pursuant to
this authorization shall be used to fund
those duties relating to ocean research spect-
fled by the Act entitled "An Act to define the
functions and duties oJf tC Coast and Geo-
detic Survey, and fo¢r, ,purposes", ap-
proved August 6, 1947 133 U.S.C. 883a et
seq.), and any other law involving such
duties Such duties include undersea marine
resource, air-sea interaction, and ocean
and Great Lakes environmental research

(2) The ajhorization provided for under
paragraphtoj'f this' ubsection shall be in
addition to oqean research moneys author-
ized under tiCNational Ocean Pollution
Planning Act o. 8 (33 U.S.C. 1701 et seq.)
for the purpose f carrying out such duties
relating to ocean research.

(j)i1) There are authorized to be appropri-
ated to the Department of Commerce to
enable the National Oceanic and Atmos-
pheric Administration to carry out its ocean
service duties under law, $20,314,000 for
fiscal year 1986 and $21,228,130 for fiscal
year 1987. Moneys appropriated pursuant to
this authorization shall be used to fund
those duties relating-o ocean services speci-
fied by the Act entitled '4n Act to define the
functions and duties 0he Coast and Geo-
detic Survey, and for other purposes", ap-
proved August 6, 1947 (33 U.S.C. 883a et
seq.), and any other law involving such
duties Such duties include coordination of
interagency research in ocean dumping and
marine pollutn, and provision of tide and
current data 9iV e safe and efficient use of
the oceans and ieat Lakes by government,
commerce, and tie private sector.

(2) The authorization provided for under
paragraph (1) of this subsection shall be in
addition to moneys authorized under the
Marine Protection, Research, and Sanctuar-
ies Act of 1972 (33 U.SC. 1441 et seq.), the
Coastal Zone Management Act of 1972 (16
U.S.C. 1451 et seq.), and heh National Ocean
Pollution Planning ActL. 1978 (33 U.S.C.
1701 et seq.), for the pui~'4of carrying out
such duties relating to Ocean services

k)tl1) There are authorized to be appropri-
ated to the Department of Commerce to
enable the National Oceanic and Atmos-
pheric Administration to carry out its map-
ping, charting, and geodesy duties under
law, $50,474,000 for fiscal year 1986 and
$52 745,330 for fscal year 1987. Moneys ap-
propriated purstant to this authorization
shall be used to fund those duties relating to
mapping, charting, and geodesy specified by
the Act entitled "An Act to define the func-
ltions and duties of the Coast and Geodetic
Survey, and for other purposes", approved
August 6, 1947 (33 U.&C. 883a ct seq.), and
any other law involving auch duties Such
duties include aeronautical and .nautical-
mapping and charting activities, and geo-
detic data collection and analysis

(2) Section 1307 of title 44, United States
Code, is amended to read as follows.
" 1197. Nastbnal Oce le.d Atmepheric Admln-

- tratimo. chars, ale snsd distribation
- "(a)tl) All aeronautical and nautical

charts, tide and tidal current tableA, tidal
current charts, coast pilots, water level prod-
ucts and associated data bases (nautical
and aeronautical products) created or pub-
lished by the National Oceanic and Atmos-
pheric Administration shall be sold at such
prices as the Secretary of Commerce shall es-
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tablish annually, in accordance itith the
provisions of this subsection, The Secretary
shall. publish annually the prices at which
nautical and aeronautical products are sold
to the public.

"(2)(A) Subject to subparagraph (B) of this
paragraph, the prices of nautical and aero-
nautical products may be increased over a
period of not less than three years after the
date of enactment of this section so as to re-
cover all costs attributable to data base
management, compilation, printing, and
distribution of such products. The prices of
such products may be maintained to recover
all such costs thereafter. At the end of such
period and every three years thereafter, the
Secretary shall report to the Congress on the
effect of imposing or maintaining such in-
creased prices,-including any impact on air
and marine safety.

"fBJ The Secretary shall adjust the prices
of nautical or aeronautical products in such
manner as is necessary to avoid any adverse
impact on air and marine safety attributa-
ble to the prices specitfed in subparagraph
(A) of this paragraph.

"(3).This section shall not be construed to
require the establishment of any price for a
nautical or aeronautical product where, in
the judgment of the Secretary, furnishing of
that product to a recipient is a reasonable
exchange for voluntary contribution of in-
formation by the recipient to a program of
the National Oceanic and Atmospheric Ad-
ministration.

"(b) Fees collected from the sale of nauti-
cal or aeronautical products under this sec-
tton and from any licensing of such prod-
ucts which is permitted under any other pro-
vision of law shall be deposited in the mis-
celaneous receipts fund of the United States
Treasury.

"(c) The Secretary may distribute nautical
and aeronautical products-

"(1t) without charge to each foreign gov-
ernment or international organization with
which the Secretary or a Federal department
or agency has an agreement for exchange of
these products without cost, and

"(2) at priceJ which the Secretary estab-
lishe, to the departments and officers of the
United States requiring them for official
use

"(d) The fees provided for in this section
are for the purpose of reimbursing the
United States Government for the costs of
creating, publishing or distributing aero-
nautical and nautical products of the Na-
tional Oceanic and Atmospheric Adminis-
tration. The collection of fees authorized by
this section shall not alter or expand any
duty or liability of the United States under
existing law for the performance of func-
tions for which fees are collected, nor shall
the collection of fees constitute an express or
implied undertaking by the United States to
perform any activity in a certain manner."

(3 The item relating to section 1307 in the
analysis of chapter 13 of title 44, United
States Code, is amended to read as follows.

"1307. National Oceanic and Atmospheric
Administration charts, sale
and distribution.". -
MARI2MW PROORArS

Ssc. 407. (a) Funds are authorized to be
appropriated without fiscal year limitation
as the appropriation Act may provide for
the use of the Department of Transportation
for fiscal year 1986 as follow's

(1) for payment of obligations incurred for
operating-differential subsidy, not to exceed
335,084, 000;
(2) for expenses necessary for research and

development activitieAs not to exceed
$9,900,000; and
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(3) for expenses necessary for operations

and training activities, not to exceed
$71,967,000, including not to exceed-

(A) $34,847,000 for maritime education
and training expenses, including not to
exceed $19,633,000 for maritime training at
the Merchant Marine Academy at Kings
Point, New York, $10,915,000 for financial
assistance to State maritime academies,
$3,000,000 for fuel oil assistance to State
maritime academy training vessels, and
$1,299,000 for expenses necessary for addi-
tional training;

(B) $9,277,000 for national security sup-
port capabilities, including not to exceed
$7,932,000 for reserve fleet expenses, and
$1,345,000 for emergency planning/oper-
ations; and

(C) $27,843,000 for other operatios and
training expenses

(b) Funds are authorized to be approprt-
ated for the use of the Federal Maritime
Commission, in the amount of $11,940,000
for fscal year 1986.

(c) Section 2W3f) of title 2& United
States Codc, is amended to read as follows:

"(3) all final orders of the Federal Mart-
time Commission eartered under title 46,
United States Code,'".

NI7TED srTATEr TRA VEL AND TOURISM
ADMINISTRAT70M

Sec. 408. Section 304 of the International
Travel Act of 1961 C22 U.SC. 2126) is amend-
ed by inserting immediately after "1982" the
following.'", not to exceed $12,000,000 for the
fiscal year ending September 30, 1986, not to
exceed $13,000,000 for the fiscal year ending
September 30, 1987, and not to exceed
$14,000,000 for the fiscal year ending Sep-
tember 30, 1988';
TITLE V-COMMITTEE ON ENERGYAND

NATURAL RESOURCES
Subtitle A-Department of Enery Programs

PART 1--STRaEGIoC PETROLEUM RESERV

A nUr1ORIZATIONS OF APPROPRIA77ONS FOR FISCAL
YEARS 19.6, 1957, AND 1988

Sec. 501. Funds are hereby authorized to
be appropriated in accordance with section
660 of the Department of Energy Organiza-
tion Act for operating expenses for the Stra-
tegic petroleum Reserve-

(1) to carry out part B of title I of the
Energy Policy and Conservation Act except
acquisition, transportation, and injection of
petroleum products for the Reserve and the
carrying out of any drawdown and distribu-
tion of the Reserve-

(A) for the fisoal peer ending September
30, 1986, $135,9121040;

(B) for the fisOl ear ending September
30, 1987, $358,996,0470 and

(C) for the fiscal year ending September
30, 1988, $156 692,000; and

(2) for the acquisition, transportatiotl,
and injection of petroleum products for the
Reserve and the carrying out of any draw-
down and distribution of the Reserve-

(A) for the fiscal year nding September
30, 1986 $357,548,000;

(B) for the fiscal year ending September
30, 1987, $333,695,000; and

(C) for the fiscal year ending September
30, 1988, $357,454,000.

CONFORmaIN A4INDMENTS
Sec. 502. (aJ Section 160(c) of the Energy

Policy and Conservation Act, as amended
(42 U.S.C. 6240), is amended by adding the
following new paragraph as follows'

"(3) Notwithstanding paragraph (2),
during each of fiscal years 1986, 1987 and
1988, the President shall immediately seek to
undertake, and thereafter continue, petrole-
um acquisition, transportation, and injec-
tion activities at a level sufficient to assure
a minimum averge annual fill-rate of

5.,000 barrels per day."

(b) Section 160(d)(1) of the Energy Policy
and Conservation Act (42 U.S.C. 6240), is
amended by-

(1) replacing the period with a semicolon
and the word "or" and adding the following
new subparagraph'

"(D) for each of the fiscal years 1986, 1987
and 1988, acquisition, transportation, and
injection activities for the Strategic Petrole-
um Reserve are being undertaken for that
fiscal year at a level sufficient to assure that
petroleum products in storage in the Strate-
gic Petroleum Reserve will be increased at
an average annual rate of at least 35,000
barrels per day for that fiscal year. '

,fRT 2-UUR,'M ENRJcHrMKT PROGRAM
A UTHORRIZA ON OF APPROPRIATIO7NS

Sec. 521. (a) In accordance with section
80 9of the Department of Energy Orvaniza-
tien Act (42 U.S.C. 7270), there is auwthorized
4 be appropriated to the Department of
Energy for each of fiscal yeers 1986 1987,
and 1988 to carry out uranium enrichment
activities amounts equal to the revenues to
be received during each such fiscal year by
the Department of Energy in providing ura-
nium and enrichment service activities, as
estimated in the applicable budget submit-
ted by the President to the Congress for such
fiscal year.

(b) In par4tW -repayment of amounts ap-
propriated -pm the generat fund of the
Treasury of U-: Onited States for uranium
enrichment ' cee activities, the Secretary
of Energy sl deposit in the general fund
any revenumtl excess of expenditures in
the provi&tUs f such activities over the
three-year ktW referred to in subsection
(a). -

Vt ENPRICHMENT REPORT
SEc 522. The Secretary of Energy shall

report uwthin 60 days after the date of the
enactment of this section te the Committee
on Energy and Natural Resources of the
Senate and the Committees on Energy and
Commerce and on Interior and Insular Af-
fairs of the House of Rpresentatives regard-
ing the effects of the Septmber 19, 1985 de-
cision of the U.S. District Court for the Dis-
trict of Colorado holding that the Depart-
ment's Utility ;ervices Uranium Enrich-
ment Contr,(St are null and void (Western
Nuclear Inc. u f. Clark Huffman, Civil No.
84-C-2315AL . the extent that it would not
compromfW <he appeals proces or DOE's
competittve position in uranium enrich-
ment, ths report shall identify muat the ef-
fects, if any, of the decision will be (1) on the
operation of the Department's uranium en-
rment facilities, (2) on the revenues of
Mte uranium enrichment program, and (3)
how the Department's response may miti-
gate these effects

PART 3-ENEROr COmNsRvATioN
SEr 523. This Part may be cited as the

"Federal Energv Cost Reduction Act of
1985. "

Sec 524. Part S of title V o the National
Energy Coeervation Policy Act (P.L 95-
619) is amended by adding a new section
after scotion 551 to read as follows'
"SEC Ms NERGY SA ¥VGc S CONTRCS.

"(a) Nhotwithstanding any other Jaw, the
head of a Federal agency may contract for
energy savings for periods of not mor than
25 year. As used in this section"energy sav-
ings" means a reduction in Shc energy con-
sumption or in energy-related os of an ex-
isting building or community of buildings
caused by new equipment or supplies, al-
tered operation and mainteance technical
services, or other means or tte increased cf-
ftcient use of existing energysources by co-
generation, heat recovery, or-other means.

"(b) The costs of oontraWs authorized
under this section for any year may be paid

from moneys made available for utility costs
and related operations and maintenance
costs

"(c) In the event funds are not made avail-
able for the continuance of a contract au-
thorized by this section for a subsequent
fiscal year, the contract shall be cancelled or
termtnated and the costs of cancellation or
termination may be paid from-

"(1) funds appropriated for the perform-
ance of the contract concerned,

"(2) appropriated funds otherwise avail-
able for the payment of those costs, or

"(3) funds approprtated for those costs.
"(d) The Secretary's annual report under

section 550 and the information each Feder-
al agency is required to furnish to the Secre-
tary under section 550 shall include.

"(1) a description of the progress made in
conforming to this section th regulations
applicable to each Federal agency so as to
permit contracts for energy savings, and

"(2) a description of each Federal agency's
pogress in the use of such contracts.'

Subtitle B-Department of the Interior
Programs

SHORT TITLE

Sec 531. This subtitle may be referred to
as the "Outer Continental Shelf Lands Act
Amendments of 1985":

REVISION OF SECTION 8(1

SEc 532. Delete paragraphs 8(gl(2)
through (4) of the Outer Continental Shelf
Lands Act, as amended (43 U.S.C I337(t))
and insert in lieu thereof-

"(2) Notwithstanding any other provision
of this Act, the Secretary shall deposit into a
separate account in the Treasury of the
United States all bonuses, rcnts, and royal-
ties derived from any lease of any Federal
tract which lies wholly or partially within
three nautical miles of the seaward bounda-
ry of any coastal State. Except as provided
in paragraph (5), not later than the last
business day of the month folowo tng e
month in which those revenues are deposit-
ed in the Treasury, the Secretary shall trans-
mit to such coastal State 27 percent of those
trevenues, together with all accrued inteest
thereon The remaining balance of such rev-
enues shall be transmitted simultaneously to
the miscellaneous receipts account of the
United States Treasury

"(3) Whenever the Secretary or the Gover-
nor of a coastal State determines that a
common potentially hydrocarbon-bearing
area may underlie the Federal and State
boundary, the Secretary or the Governor
shall notify the other party in writing of his
determination and the Secretary shall pro-.
vide to the Governor notice of the current
and projected status of the tract or tracts
containing the common potentially hydmo-
carbon-bearing area. If the Secretary has
leased or intends to lease such tract or
tracts, the Secretary and the Governor of the
coastal State may enter into an agreement
to divide the revenues from production of
any common potentially hydrocarbon-bear-
ing area, by unittization or other royalty
sharing agreement, pursuant to existing
law. If the Secretary and the Goverinr do
not enter into an agreement, the Secretary
may nevertheless proceed awith the leasing of
the tract or tracts. Any revenues Teceived by
the United States under such an agreement
shall be subject to the requirements of para-
graph (2).

"(4) The deposits in the Treasury account
described in this section shall be invested by
the Secretary of the Treasury in securities
backed by the full faith and credit of the
United States having maturities suitable to
the needs of the account and yielding the
highest reasonably available nterest rates
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"(t5)A) When there tis a boundary dispute
between the Uxited States and a State under
sectolw T of this Ace the Secretary shal
credit to the accnt referred to in jection
533 of the Outer Cnitenta S9heVf Lands
Act Amendments of 1985 revenues from oil
and gs lease sales in the area withfn three
nautical miles of the boundary asserted by
the State, if that money as not otherwise
been deposited in the sparte ceount es
tablished under section 7 Proceeds of the ac-
count established under section 7, and hMe
account referred to in sectidn 533 of the
Outer Continental Shef Lands Act Amend-
ments of 1985 shall be distributed as followso

"ti) If a State is wholly successful in its
claim under section 7, such claim shall be
satisfied by the money deposited in the
escrow account establishedt by section 7. Any
excess monies in the section 7 account at-
tributable to such State shall be transferred
to the 8(g) accoun, arnd any montes due
that State, both retrospectively and prospec-
tiveiy, as a resutt of the 8t) zone created by
the newly established boundary shall be dis-
tributed to the State tin ccordance with the
terms of section 533 of the Outer Continen-
tal Shelf Lands Act Arendnents of 1985.

"(ii) If the United States is wholly success-
fu2 in its claim under section 7, the amount
of money dtat ts necessary to satisfy the
State's share as set forth under section 533
of te Outer Continental Shelf Lands Act
Amendments of 1985 shall be distributed
from the revenues deposited in the section 7
escroUw account The amounts remainting
after the distributions described in this sub-
pargraph shalt be paid to the United States
pursuant to this section

"ril) Uf the United States or the affected
State is partially successful in its claim
under section 7, after the distribution under
that result, the amount f money that is nec-
essary to satisfy the State as set forth under
section 533 of the Outer Continental Shelf
Lands Act Amendments of 1985 shall be dis-
tributed first from the remaining monies in
the section 7 escrow account and then from
the amounts deposited or credited in the ac-
count referred to in section 533 of the Outer
Continental Shelf Lands Act Amendments of
1985. For amounts credtted, the distribution
shall be tnaccordance with clause nvl The
amounts remaining after thMe distributions
described in this subpararap shall be paid
to the United States pursuant to this sec-
tion

"(iv) If there is insufficient money from
the applicable oil and as lease sales depos-
ited in eUher the account established by yse
tion 7 or the account referred to in section
533 of the Outer Continental Shelf Lands
Act Amendments of 1985, the recoupmet
provisions of section 535 of the Outer Conti-
nental Shelf Lands Act Amendments of 1985
shall be applicable.

"lB) This paragraph applies to all Federal
oil and Pa lease sales, under this Act, n-
cludint Joint lease sales,, occurring after
September 18, 1978.

"(6) This section shall be deemed to take
effect on Otober 1, 1985, for purposes of de-
termining the amounts to be deposited in
the separate account and the States' shares
described in paragraph (2).

"t7) When the Secretary leases any tract
which tli wholly or partially within three
miles of the seaward boundary of two or
more States the revenues from such tract
shall be distrib as othernis provoded by
this section, cepC that e Slte's share of
such revenues tat wal!d te*rwise result
auner mis section shah be dtdad ealy

among such States".
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Ssc. 532 (tJ Prfso to January 1, 1986, the
Secretary satr tl tze designated
coastal States tei c

tl) The aon tdu r payable to each
such State undr paI*sraph t12) of section
8(g) of the Outer Continental Shbe Lands
Act. as amended by this Acet for the period
betweet October 1, 1985, and the date of
such distribution, and

(2) The amounts due each such State
uwder subsection tb) for the period prior to
October 1, 1985.

tbfl) The funds which were aposfted in
the separate account in the Treasury of the
United States under section 8tgEj of the
Outer Coatisd1 Shelf Lands Act, as
amended 4W'*U't 1337tgf4i,) as ft wtas in
effect prior l th date of eneetment of Sec-
tion 532 of Ml~ et ~sha be distributed in
te following mannr as fair and eutt ab
disposition of suek funds derived from bo-
nuses and rents and ierued interest there-
on through Septembe 30, 1985

State tin millions o dollars)
Louisiana .............. 635
Texas ................ .... 424
C a~ifo~rn ta ..... ~.. s 1. . 375
Alabama ..... 7373
Alaska ................ 46
Mi&Tss ......... is
F/arida ..... &0....... t30
(2) The Secretary shall distribute to each

coastal State 27 percent of the ryvalies d-
rtved from any ase of Federal lands within
three ~m f'r rC sezoawrd boundary of such
coastal SniS accrued finterest thereon
which have deposited through Septem-
ber 30, 1985,' "t the separate accunt do
scribed in paragraph (11. as a fair and egui
table disposition of such royalties

(31 The amounts derived from bonuses,
rents and royalties and actrued interest
thereon through September 30. 1985, remain,
ing in' he account after distribution to the
States under thts to ian shall be tran*
mitted to the miscec s receipts account
of the United SttU ury-

(c) The acceptanc ~payment under ths
section shalt satisfy and reledse any and all
claims against the United States arising
under, or related to, section 8() of the Outer
Continental Shelf Lands Act, as amended, as
it was in effect prior to the date of enact-
ment of Section 532 of this Act

!3M"rdrZAT7ON OF BO7ND RlSA
SEc. 59. Section 2(b) of the Submerged

Lands ActWf U.S.C. 1301tb)) is amended by
inserting bet the semicolon at the end of
the subsection add a comma and the follow-
ing: "except that any boundary between a
State and the United States under this Act
which has been or is hereafter fixed by co-
ordinates under a fital decree of the United
States Supreme Court shall remain immobi-
lized at the coordinates provided under such
decree and shall not she db latorw "

Ssc. 535. (a) As a _ equitable dispo-
sition of revenues d between Septem-
ber 18, 197&8 and September 34 1985, fom
all bonuses, rents and royaiesC from any
Federal leases within three milr of the sea-
ward boundary of any coastal State, includ-
ing all such revenues which, should have
been, but iteh were not deposited in the
separate _8nt in the Treasury of the
United States under section 8(g)(4) of the
Outer Continental Shelf Lands Ae, as
amended (43 U.S.C. 1337(gti4)) as it was in
effect prior to the d4e qa enactmient of sec-
tion 532 of this Act, seh eoastal State shall
be entitled to an additiomal amount equal
to.

1t) 27 pereen* bens rents, and
royalties re ase of enr Fed-
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erat tract which lies wtholly or partially
within 0re nauticaL miles of the seaward
boundary of uch coatal Stat, ls

(2) The amounts paid to such coasta State
under section 533lbJ f this Act.L

(b) Tbe additionsa amount due each Stae
under subse tiau Ct shalt b- pi.laM a
separate.Treasaa coeunt wich is cod-
tuted as set forth in subeetiton (c. The total
amount contained in such account on the
last business day of each month shall be
paid to each State in an amount proportion-
al to that State's share of the total addition-
at amounts due to all States under subsec-
tion (a).

tc) Beginning on October 1, 1986, the Sec-
retary shall deposit ito the account de-
scribed in subseetion tbI from the separate
account described in section 8(g)t2) of the
Outer Contisttat Shel Lands Act, as
armeded by ti~ Act, 1I percent of all bo-

ses;, rents, and oyaties deposited after
October 1, 1986, into the account described
in s sctio StUW2) until such time as the
a.dito t amounts due to all coastal States
under subsection (t have been paid.

BIOAXJe*stGY A tALCOHoL iZELS LOAN

Sc 536. Section 22 of the Biomass
Enerpgy and tAohot Fuels Act of 1980
tPubic Law 9t6-294; 42 U.S.C. 8821) is
amended by-

tI) striking ut "September 30, 1984" and
inserting in lieu thereof "June 3t0 1986";
and

(2) adding at t end thereof the following:
"The Secretary may modify the terms and
conditions o any conditional commitmenat
for a loan guarantee under this subtitle
made before October 1, 1984, including the
amount of the ken guarantee Enactmext of
this section shall not be in interpreted as ui-
dicating Congresaaonal approval with re-
spect to any pendino conditional commit-
ments under this Ad.

TITLE VI-COMMITTEE ON
ENVIRONMENT AND PUBLIC WORKS

OBLIGA7TION LYrTATI 7ON
Sec. 601. (a) Notwithstanding any other

provisions of law, the total of all obligation
for Federal-aid highways and highway
safety construction programa shall not
exceed $12,750,000,000 for fiscal year 1986,
$I5425,b0tD,0 for fiscal year 1987, and
$13,84400,000 fo fiscal year 1988. These
limitations shll not apply to obligations
for eer'encp rdee under section 125 of
title 23, United States Code, obligations
under section 157 of title 23, United States
Code, project covered under section 147 of
the Surface Transportation Assistance Act
of 1978, section 9 of the Federal-Aid High-
way Act of 1981, section 118 of the National
Visitors Center Facilities Act of 1968, or sec-
tion 320 of title 23, United States Code.

(b) For the fiscal years 1986, 1987, and
1988, the Seretary of Transportation shall
distribute the limitation imposed by subsec-
tion ta) by allocation in the ratio which
sums authorized to be appropriated for Fed-
eral-aid higwua and highway safety con-
struction which are apportioned or allocat-
ed to each State for such fiscal years bears to
the total f the sums authoritz to be appro-
priated for Federal-aid highways and high-
way safety consnruction which are appor-
tioned or allocted to all the States for such
fiscal years.

(c) During the period October I through
December 31, 1985, Ochober 1 through De-
cember 31, 1986, and October I through De-
cember 31, 1987, no State shalt obligate more
than 35 per centum of the amount distribut-
ed to such State under subsection (b) for
fiscal years 1986, 1987 and 1988 respectively,
and the total of all State obligations during
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such period shall not exceed 25 per centum
of the total amount distributed to all States
under such subsection for such fiscal year.

(Id Notwithstanding subsections (b) and
Ic), the Secretary shall-

(1) provide all States with authority sufft-
cient to prevent lapses of sums authorized to
be appropriated for Federal-aid highways
and highway safety construction which
have been apportioned or allocated to a
State, except in those instances in which a
State indicates its intention to lapse sums
apportioned under section 104(b)(5)(A) of
title 23, United States Code,

(12 after August 1, 1986, August 1, 1987,
and August 1, 1988, revise a distribution of
the funds made available under subsection
(b) for such fiscal year if a State will not ob-
ligate the amount distributed during such
fiscal year and redistribute sufficient
amounts to those States able to obligate
amounts in addition to thoseepreviously dis-
tributed during such fiscal year giving pri-
ority to those States having large unobligat-
ed balances of funds apportioned under sec-
tion 104 of title 23, UnitedStates Code, and
giving priority to those States which, be-
cause of statutory changes made by the Sur-
face Transportation Assistance Act of 1982
and the Federal-Aid Highway Act of 1981,
have experienced substantial proportional
reductions in their apportionments and al-
locations; and

(3) not distribute amounts authorized for
administrative expenses and Federal lands
highways.

INCREASE T STATE EERGENCY REPAIR FUND
LIMITATION

SEc. 602. The first sentence of section
125(b) of title 32, United States Code, is
amended by inserting after "$30,000,000" the

following: "($55,000,000 for projects in con-
nection with disasters or failures occurring
'in calender year 1985)':

TITLE Vll-COMMITTEE ON FINANCE
TABLE OF CONTENTS

Subtitle A-Medicare
PART 1-PROVISIONs RELATING TO PART A OF

MEDICARE

Subpart A-Hospital Reimbursement
Sec. 701. Rate of increase in payments for

inpatient hospital services.
Sec. 702. Application of revised hospital

wage indem
Sec. 703. Payments to hospitals for indirect

costs of medical education
Sec 704. Adjustment of indirect costs of

teaching hospitals related to
outpatient activities.

Sec. 705. Payments for hospitals which
serve a disproportionate share
of low-income medicare pa-
tients.

Sec. 706. Payments to hospitals for direct
costs of medical education.

Sec. 707 Continuation of medicare reim-
bursement waivers for certain
hospitals participating in re-
gional hospital reimbursement
demonstrations.

Sec 708. Continuation of hospital cost con-
trol systems for certain States.

Sec 709. Asset valuation for donations of
State property to nonprofit cor-
porations.

Sec 710. Indirect teaching adjustment for
certain clinics

Sec 711. Psychologits' services.
Sec 711A. Responsibilities of medicare hos-

pitals in emergency cases.
Sec. 711B. Sense of the Senate with respect

to inpatient Hospital deducti-
bl.

Sec 711C. Payments to sole community hos-
pitals

Subpart B-Provisions Relating to Benefits
Sec. 712. Eztension and payment for hos-

pfce care.
Sec 713. Moratorium on laboratory pay-

menrt demonstration. '
Sec 714. Home health waiver of liability.
Sec. 715. Moratorium on implementation of

home health payment regula-
tion.

Sec. 716 Studies relating to physical thera-
pists and other professionals

Sec 716A Promulgation of inpatient hospi-
tal deductible.

PART 2-PRO vISIONS REATINO TO PARTS A AND
B OF MEDICARZ

Sec 717. Extension of working aged provi-
sion.

Sc. 718. Continuation of end stage renal
disease networks.

Sec 719. Extension of certain medicare mu-
nicipal health erviees demon-
stration projects '

Sec 720. Coverage of respirato.ioa tvr-
ices for ventilator-dependent
individuals

Sec 721. Audit and medical claims review.
Sec. 722. Access to skilled nursing facilities.
Sec. 723. Chargeo.bP physicians for services

bilf: to a health maintenance
orgo ization.

Sec 724. Timely ~jblicattion of payment
ra te*,r health maintenance
orgapdzattons

Sec. 725. Liver transplants.
PARTr3-PROISIONS RL.A77NO TO PART B OF

MEDICARE
Sec 725. Extension of physician fee freeze

for nonparticipating phVsi-
cians and improvements in the
participating physician pro-
gram.

Sec 726. Part B premium.
Sec. 727. Correction of inappropriate medi-

aare reasonable charge determi-
nations for hospital-based phy-

ticians.
Sec 728 Payments for medical and other

htalth services
Sec 729. Paymftt for assistants at surgery

ir certaitn cataract operations
arn other operations

Sec 730. Limitation on medicare payment
for post-cataract surMery pa-
tients

Sec. 731. Demonstration of preventive
health services under medicare.

Sec. 732. Ambulatory surgery.
PART 4-MIscELs OVs MEDICARE

PROVISIrON

Sec 733. Extension of On Lok waiver.
Sec. 734. Additional members of Prospective

Payment Assessment Commis-
sion.

Sec. 735. Removal of prohibition on com-
ments by medicare and Social
Security actuaries relating to
economic assumptions

Sec 736. Extpnsion of GAO reporting date.
PART 5-PER REVIEW ORaANIATIONS

Sec. 737. Health maintenance organization
membership on peer review or-
ganization boards

Sec 738. Peer review organization reim-
bursement.

Sec. 739. Peer review organization review of
health maintenance organitza-
ttons.

Sec 740. Substitute review pending termi-
nation of a peer review organi-
zatton contract.

Sec 741. Denial of payment for substandard
care.

Subtitle B-Medicaid and Maternal and
Child Health

PART 1-MEDICAID

Sec. 742. Services for pregnant women.
Sec. 743. Technology dependent children.

Sec 744. Optional hospice care.
Sec. 745. Extension of Texas long-term care

waiver.
Sec. 746. Third-party liability.
Sec 747. Optional targeted case manage-

ment services.
Sece 748. Revaluation of assets under med-

icaid program.
Sec 749. Beginning date of optional cover-

age for individuals in-medical
institutions

Sec. 750. Optional coverage of children.
Sec 751. Overpayment recovery rules
SeeS 752. Waiver extensions for home and

community-based services.
Sec. 73. Waiver renewals for home and

community-based services.
Sec 754. Coordinated services between

MCH program and home and
community-based service pro-
grams.

Sec. 755. Expansion of services under
waiver authority.

Sec 756. Life safety code recognition
Sec. 757. Regulations for intermediate care

facilities for the mentally re-
tarded.

Sec 758. Modifying application of medicaid
HMO provisions for certain
health centers

Sec 759. Annual calculation of Federal
medical assistance percentage.

Sec 759A. Use of sampling for review of
mental hospitals skilled nurs-
ing facilities and intermediate
care facilitiea

Sec 759B. Wisconsin health maintenance
organization waiver.

Sec. 759C. Ctarification of medicafd mora.
torium provisions of Deficit
Reduction Act of 1984.

Sec. 759D. Home and community-based
services demonstrations

Sec 759E. Participants under home and
community-based service waiv-
er&

Sec. 759F. New Jersey demonstration
project relating to training of
AFDC recipients as home
health aides

Sec 759G. Correction plans for intermedi-
ate care facilities for the men-
tally retarded.

PART 2--MATRAL AND CHrILD HEALTH

Sec 759H. Elimination of two-year limit for
obligation of funds under ma-
ternal and child health block
grant

Sec 759L. Children with special health care
needs
Subtitle C-OASDI

Sec 760. Demonstration projects involving
the disability insurance pro-
gramn.

Sec 761. Disability Advisory Council.
Sec 762. Taxation of social security bene-

fits received by certain citizens
of possessions of the United
States

Sec 763. Application of dependency test to
adopted great-grandchildren
for purposes of child's insur-
ance benefita

Sec 764. Elimination of requirement for
publication of revisions in pre-
1979 benefit table.

Sec 765. Formula clarification.
Sec 766. Extension of 15-month reentitle-

ment period to childhood dis-
ability beneficiaries subse-
quently entitled

Sec 767. Charging of work deductions
against auxiliary benefits in
disability cases

Sec. 768. Perfecting amendments to disabil-
ity offset provision.
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Sec 769. S$,te eaveagw agreesen '
See. 769,t Efftet 4 early delivery of benfU

checks
Sec. 769B. Preservation of benefit status for

disabled widoos and idowera
who lost SSI benefits because of
1983 changes in actuarial re-
duction formnula

Sec. 769C. Exemption from social security
coverage for retired Federal
Judges on active dutIl

Sec. 769D. Recovery of overpaymen.t&
Sec. 769E. Study of benefit formula otcb
Sec. 769F. General effective date
Sec. 769G. Restoration of trust fund invest

mens.
Sec. 7691H. Coverage of Connecticut Stak

Police.
Subtitle D-AFDC, SSL Adoption Assistanse

Foster Care, and Unemployment Comrpen-
sation

Sec 770: Qalilty castrol studies and penal-
ty moratortui

Sec. 771. AFDC automation Yreaqrwnts.
Sec 772 Treatment of per capibs payments

to Indians.
Sec. 773. SSI pasthroUgh relatisn to State

supplementation.
Sec. 774. Provisions relating to medicatd

coverace under tMe a&artio
assastatce mogram.

See. 775. Extension of ivohntay pkarpet,;
and ceiling and tr4 prov-
sio, relath t loatercm

Sec. 77. Independent living fnittatwm
See. 778A. Recovery of unemployment bene

fits oerpayments
Subftite E-Customs Fees

Sec. 777. Fees forcertain customs services.
Subtitle F-Trade Adjustment Assistance

Sec 778. Short titeUc
Sec. 77&& Eligibility of workers atd farmu

for trade adtushnent assist-
ancet

Sec 778a Casah ssistance foroare
Sc. 79C. Job rainita for wkem
See. 778 ob search allowunce
Sec 778&L Adjustnwnt assftanceforfms.
Sec. 778F. Termination of trade adjustnent

amstance.
Sea. 778G. Fundin. of trade adjustmenl _as

sistante.
See. 778H. hntostin of small ut4f7on

dut an all imtrnts.
Sec 778L Taxation of trade readj+stuent

assitancrC
See. 778J. Effectfdae aes.

Subtitte G-Revene Sharing
Sec 779. Termination of general revenue

sharing.
Subtitle H--Penson Benefit Guarantee

Corporation
Sec 779A4 lncrease in Pension B&neft

Gnraratee Corporaion pret-
umefor stngle-emptoger pi

Subtitle ,-Revenue Provisions
Sec. 780. Short title, amendment of 1954

Code.
PART 1-INco&E Tx PRviOsrosS

See. 781. Full-time students not elitgible for
income averaging.

See. 782. Emplovers reured to prvvide cer-
tain employees and familr
members with continued health
insurance coverage at group
rate,

Sec. 783 Application of fringe beneft rules
to airlines ant their eiateac

See. 784. Tax treatment of fculty housing
Se. 785. Certain insolvent apayer- al-

lowed to reduce capital gais.
preference item for purpeees f
the indivtdW mintium te.

Sec. 786. Treatment of certain paolltm
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control bonds.

Sec. 787 Treatment of the nettrng of gains
and losses by eperative

Sec. 788. Allocation under section 861 of re-
search and experimental ex-
penditures
PART 2--SuPErzUnD

Sec. 789. Short title
Sec. 789A. 5-year extension of tax on petro-

leum and certain chenicals'
certain exemptions

Sec. 789B Imposition of Superfund excise
tar

Sec. 789C. Hazardous subtaaee Superfund
Sec. 789D. Repeat of .at-caosure tax and

trust fuL
Sec 789- Indudtst bondsfor

hiaz date treatment fia-
cilitfe

Sec. 78F. Report on methods of funding
Superfund.

Sec. 789G. Certain costs of private founda-
tion in removing bazardous
substances treated a qOalify-
if ditrbibutlons

Pra4-TuccoCO PROVYsMON
Subpart A-4o re. Produet Excise T'xes

Sec 790. ZIncre fin tax on cigarettes made.
permanent

Sec. 791. Tax on smokeress tobacco.
Subpart B-TobaeceProgram Improvements
Sec. 79. Ftndiem muprposeu s
See. 792A Price sssr adjustments
Se. 792D. Debermiiz a4f marketing

quoas "t fljue-cured and
burley tob'.W

Sec 7g MLarketing q wt wnoounement
data

Sec. 798 Reduction tin excesu tbacco not
sAleet to marketint peaxa.

Sc. 7$*2 Puraebae requirements p-e'aty.
See 7921.. mes t to no net at fun&s

v ameounts
Sec 792G. Pa s of inventory stock.
Sec 792H. Rt od tobacco grading

an disster crop desi-
Uat"L

Sec 79ZI. Investment of tobacco inspectin
fees

Sec. 792J. Effective date.
PAr P-Em m--Rto PROVISIONS

Sec. 793. Medicare cea ao and applica-
Hton of A i nsurance tax
to, State cal govermen-
tal emptoymenL

Sec_ 794. Railroad unemployment insurance
reform.

Sec. 795. Termination of repayable ad-
vanccs to Black Lung Disabil-
ity trust fund

Sec. 796. C'rstin permanent exemptins
n4m t1ie Federal Unemploy-

mentTha Act.
PART 5-MIsCILAEo.w PROVISIONS

Sec. 79Z Authorization additional funds
to lnterna Iranue Service for
revenue <en eanmt and relat-
ed purposes.

Sec. 798 Limitation o besmnee of United
States booat

Sec 799. Limitations on awarding of court
costs and certain fes modifed

Sec 79A. Additional customs personneL
Seftk A-Medicar

PARTI--POTIS1N0S RELATING TO PART A
OF MEDICARE

S !tpalftA-Hpa I lmberement
SEC 78L K rT OPUUAsil YP A rNy7TS FOR I-

PA E, VT OP'A& S MVE&

fa) AEPFIczwz Pia cvcmrs bc-Msm. -See-
tto 18b' f3)tVB 4Y tfefSWt * SwwVp Act
is anmwded to rwed baugfe -

('tB For purposes dof nu!_sL~mm 1AP
ad /sectio (dAk the Uppqabf rma-

815s9
itncrease' fr anm 1.2-,onth cost report-

in period or lscat7 yar shall be-
"i) 0.5 percent WM respect to discharges

occurring in any cost reporting period or
fseat year beginning en or after October 1,
1985, and before October 1, 1986;

f I£t a percentage deibrw~fiSi * gecre-
tary pursuant to subsection (e)4), but
which does not ceeed the 'market basket
percentage increase' with respect to dis-
charges occurring in any cost reporting
period or ffscal year beginning on or after
October 1, 1986, and before October 1, 1988;
and

'Y l) the percentage determined by the
Secretary pursuant to subsection (e//( wirti
respect to discharges occurring in any cost
reporting period or fscal year beginning on
or ater October L 1988.

'/i); For purposes of claune it), the term
*carket basket percentage increase' means
the percentag esttmated by Mte Secretary
beore the beginning of the period or year, by
which the cost of the mix of goods and serv-
ices (including personnel costs but exclud-
if nonoperating costs) comprising routinc,
ancitary, and special care unit inpatient
hospital services, based on an tndex of ap-
propriatety weighted indicators of changes
in wages and prices which are representa-
etve of the mir of goods ant services tnclud-
ed in such inpatient hospital services, for
smch cost reporting period or fiscal year will
exceed the cost of such mix of goods and
servtices for the preceding 12-month cost re-
porting period or fiscal ear."':

(b) CONFoRmNvo A.NDMsre--fl) Section
18W8e) of such Act is amended by striking
out jiscal year 198t' each place it appears
in paragraphs (Z), (', (44 and (5), and in-
serting in lieu thereof in each instance
"fiscal year I97:r

(2) Section 1886e)(3) of such Act is
amended by strcig out "insttead of the ap-
plicable percentage increase described in
subsection (b(J3)(BY)".

(c) EEscnwv DATs--The amendments
made by this section shall apply to dis-
charges occurring in any cost reporting
period or fiscal year beginning on or after
October 1, 1985.
Su eO. APPLICA 7Q41f OF RE VISED 36PITA L WA GE

INBEX
APPLiTcATioN 0, RASwEsD INmE PRosreC-

mj.--Section- 231U6b) of the Dftcit Re-
duction Act of 1984 is amended to read as
flows.:

"Wbk The Secretary shall adjust the pay-
ment amounts for hospitals for discharges
occurring during fiscal year 1986 to eflect
the changes the Secretary has promulgated
in fnal regulations (on September 3, 1985)
relating to the hospital watr index under
section 1886(d3) fl) of the Social Security
Act, as tht provision reltes to the use of
tlo gOoss hospital wages. For discharges
occurring after September 30 1986 the Sec-
retary shall provide for such periodic adfust-
rnents in the appropriate wage index used
under tbat section as may be necessary,
takii into account changes in the wage dif-
ferences of full-time and part-time work-
es ".

fb) ErcrirvE DAT7--The amendment
m e by this section shall be efctive as if it
had been included in the Deficit Reduction
Act of 184.
SIM ML PAYTMNT7 7 HOSPffAIS P IlDIRECt

COS OF AMDICAA EICA ON.
Pa) PAYaMrN FOR IrNDlRcr Coa-rn or MDr-

cL EbcAiTom.-Secfton 1886fdJ)(51B) of the
Seea Security Act is amended to read as
follows:

'7D) Effective with respect to discharges
oeearrl i on or after October L, 1985, the
Secretary shell provide for an additional
payment amount for subsection tff hospt-
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tals with indirect costs of medical edueca-
tion, in an amount computed in the same
manner as the adjustment for such costs
under regulations (in effect as of January 1,
1983) under subsection (a)(2), except as fol-
lows:

"til The amount of such additional pay-
ment shall be equal to the DRG payment
multiplied by an educational adjustment
factor equal to-

"(I) in the case of discharges occurring on
or after Octber 1, 1985, and before October
1, 1987, ((l+r) 7-1)(1.6 7), and

"(llI in the case of discharges occurring
on or after October 1, 1987, ((l+r) .796..
1)(1.50).
with r being the ratio of interns and resi-
dents to beds.

"(ii) In determining such adjustment the
Secretary shall not distinguish between
those interns and residents who are employ-
ees of a hospital and those interns and resi-
dents who furnish services to a hospital but
are not employees of such hospital

"ltii) Effective on and after July 1, 1986,
such additional payments shall not be made
with respect to any intern or resident whose
costs are not recognized as reasonable by
reason of clauses (ii), (iii), and (iv) of sec-
tion 1861(v)(1)(P).

lb) Eyrmc7t7 DArr.-The amendment
made by this section shall apply to dis-
charges occurring on or after October 1,
1985.
SEC 704. ADJUSMENT FOR INDIRECT COSTS OF

TEACHING HOSPITALS RELATED TO
OUTPATIENt A CTIVIIE

(a) INcLusionv or OuIrrPlsNr Ac'rvrrrEs.-
Section 1886(d)(5)(B) of the Social Security
Act (as amended by section 703 of this Act)
is further amended by adding at the end
thereof the following new clause'

"tiv) The Secretary shall continue to count
interns and residents-in-training assigned
to outpatient services of the hospital as part
of the calculation of the full-time equivalent
number of interns and residents-in-train-
ing.

lb) ErEcnvs DArE.-The amendment
made by this section shall become effective
on October 1, 1985.
'SEC 79& PA YMEATS FOR HOSPITALS WHICH SERVE

A DISPROPORTIONA rE SHARE OF LOW-
INCOME MEDICARE PA TIENT7

(a) PAYMENr FOR HOSPITALS WHICH SERVE A
DISPROPORT7ONATE SIHAR or LOW-INCOME
MEDICARE PAT7NTS.-Section 1886(d)(5) of
the Social Security Act is amended by
adding at the end thereof the following new
subparagraph'

"IF)(i) Forfiscal years 1986 and 1987, the
Secretary shall provide for an additional
payment amount for subsection (d) hospi-
tals which serve a significantly dispropor-
tionate number of low-income patients enti-
tled to benefits under part A of this title.

"(ii) A payment under this subparagraph
for a fiscal year shall be made to any hospi-
tal described in clause (i) which-

"(l has 100 or more beds, and for which,
for such fiscal year, the percentage deter-
mined under clause (lit) is 15 percent or
greater, or

"(11) has fewer than 100 beds, and for
which, for such fiscal year, the percentage
determined under clause (iii) is 55 percent
or greater.

"(iii) The percentage for a hospital is the
fraction (expressed as a percentage), the nu-
merator of which is the number of such hos-
pital's patient days for such fiscal year
which were made up of patients who (for
such days) were entitled to benefits under
part A of this title and were entitled to sup-
plementary security income benefits (exclud-
ing any State supplementation) under title
XVI of this Act, and the denominator of
which is the number of such hospital's pa-

tient days for such fiscal year which were
made up of patients who (for such days)
were entitled to benefits under part A of this
title

"(iv) The amount of the additional pay-
ment under this subparagraph for each of
the fiscal years 1986 and 1987 shaU be equal
to a percentage of the hospital's DRG pay-
mert, determined as follows: ((P-15)(.25))+2,
o'here P is the lesser of the hospital's per-
centage under clause (iii) or 55.':

Ib) STASTICAL FILs.-For purposes of im-
pletmnting section 1886(d)(5)(F) of the

,-Social Security Act, the Secretary of Health
and Human Services shall prior to October
1, 1986, develop for each State statistical
files of individuairs in such Stalte who are el-
igible under both title XVIII of such Act and
under title XVI Of such Act (excluding any
State supplementation). For purposes of es-
tablishing such files, any State having a
plan approved. under title XIX of such Act
shall- rovide to the Secretary any data nec-
essaty to carry out this subsection

(ct rss.--(1) For the 12-month period be-
gin-Aing on October 1, 1985, the Secretary of
HsAeh and Human Services shall make pay-
rrnts under section 1886(d)($)(F) of the
Social Security Act on the basis of rates de-
'veloped on the basis of available historical
data, such as data available from the Con-
gressional Budget Office In the case of any
hospital where historical data is not avail-
able for purposes f determining such rates,
the Secretary shA4 make such payments on
the basis of hUt&fical data available with
respect to strr hospitals in the same
region.

(2) Any jPital may have payments
under section 1886(d)(5)(F) of the Social Se-
curity Actbmade on the basis of data provid-
ed by such hospital if the hospital shows,
and the Secretary agrees, that such data is
more accurate than the data which would
otherotse be used by the Secretary.

(d) CONFORMING Aamuwmrr.--Section
1886(d)(5) (C)ti) of the Social Security Act is
amended by striking out ", and of public or
other hospitals that serve a significantly dis-
proportionate number of patients who have
low income or are entitled to benefits under
part A of this title':

(e) PApKRwoREI REDUCs7ON.-Chapter 35 of
title 44, United States Code, shall not apply
to information required for purposes of car-
rying out this section and the amendments
made by this section.

(f) EFIT7IVz DAT--The amendments
made by this section shall become effective
on October 1, 1985.
SEC 7m PA YMEn7S rO HOSPITALS FOR DIRECT

COSTS OF MEDICAL EDUCATION.

(a) FREEZE AND LZrrAoNs.-Section
1861(v)(1) of the Social Security Act is
amended by adding at the end thereof the
following new subparagraph:

"(P) Payments relating to the direct costs
of approved educational activities at hospi-
tals shall be made in accordance with the
regulations in effect on January 1, 1985,
except as follUows

"(It) For a hospital's first cost accounting
period which begins on or after July 1, 1985
(the freeze accounting period), the amount
of such costs recognized as reasonable by the
Secretary shall not exceed the amount so
recognized with respect to such hospital for
such hospital's most recent cost accounting
period ending prior to October 1, 1985 (the
base accounting period), disregarding any
salary or wage increases, and any cost
center shifting or reallocation implemented
after May 1, 1985. If a hospitals cost ac-
counting periods do not begin on July 1, the
Secretary shall increase the limit established
under the preceding sentence by an appro-
priate factor to reflect general increases in
the costs of approved educational activities

which took place between the end of the hos-
pital's base accounting period and the be-
ginning of its freeze accounting period, dis-
regarding any increases in salaries or wages
after May 1, 1985.

"(tt)tl) Effective on and after July 1, 1986
the Secretary shall not recognize as reasona-
ble any such costs incurred with respect to
any tltern or resident-in-training for years
in training which exceed the lesser of-

"(a) five yearn or
"(b) the minimum number of years of

formal training necessary to satisfy the re-
quirements (as specified in the 1985-1986 Di-
rectory of Residency Training Programs
published by the Accreditation Council on
Graduate Medical Education) for initial
board eligibility in the particular specialty
for which such intern or resident-in-train-
ing is preparing, or, after July 1, 1989, in the
event that the required number of years in
training changes the number of years which
the Secretary may specify, after consultation
with the Accreditation Council on Graduate
Medical Education and after review of the
recommendations of the Council on Gradu-
ate Medical Education established under
section 799 of the Public Health Service Act;
except that (1) if such change increases the
required number of years, the revised
number of years specified by the Secretary
may not be greater than such increased re-
quired number of years nor less than the
number of years specified in the 1985-1986
Directory, and (2) if such change decreases
the required number of years the revised
number of years specified by the Secretary
may not be greater than the number of years
specified in the 1985-1986 Directory nor less
than such decreased required number of
years

"(I11 Notwithstanding subclause (1), the
Secretary may recogntze costs incurred with
respect to additional years of training of in-
terns or residents-In-tratntng who are par-
ticipating in geriatric fellowship programs
which meet such criteria as the Secretary
may establish, and who began their partici-
pation in such programs prior to July 1
1991.

"(tit) Effective on and after July 1, 1986,
the Secretary shall not recognize as reasona-
ble any such costs incurred with respect to
any intern or resident who is not a graduate
of a school of medicine accredited by the Li-
aison Committee on Medical Education of
the American Medical Association and the
Association of American Medical Colleges
(or approved by such Committee as meeting
the standards necessary for such accredita-
tion), or of a school of osteopathy accredited
by the American Osteopathic Association (or
approved by such Association as meeting the
standards necessary for such accreditation),
or of a school of dentistry or podiatry which
is accredited tor meets the standards for ac-
creditation) by an organization recognized
by the Secretary for such purpose, except
that-

"(I) for the 12-month period beginning on
July 1, 1986, there shall be included, on an
average cost per intern and resident basis, a
number of interns and residents equal to the
lesser of-

"t(a) two-thirds of the number of such hos-
pital's interns and residents for such 12-
month period who are not graduates of such
a school but who began their formal train-

' ing required for initial board eligibility in
the specialty for which they are preparing
prior to July 1, 1986, or

"lb) two-thirds of the number of interns
and residents who are not graduates of such
a school but with respect to whom such hos-
pital received payments under this subpara-
graph for the 12-month period beginning
July 1, 1985; and
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"(II) for the 12-month period beginning on

July 1, 1987, there shall be included, on an
average cost per intern and resident basis, a
number of interns and residents equal to the
lesser of-

"(a) one-third of the number of such hospi-
tal's interns and residents for such 12-month
period who are not graduates of such a
school but who began their formal training
required for initial board eligibility in the
specialty for which they are preparing prior
to July 1, 1986, or

"(b) one-third of the number of interns
and residents who are not graduates of such
a school but with respect to whom such hos-
pital received payments under this subpara-
graph for the 12-month period beginning
July 1, 1985.

"t(iv) In the case of a hospital at which, on
October 1, 1985, more than 50 percent of the
interns and residents-in-training for which
such hospital receives payments under this
subparagraph are not graduates of a school
described in clause (tii), the provisions of
clause (iii)(tl) shall apply for the 24-month
period beginning on July 1, 1986, and the
provisions of clause (tii)l(I shall apply to
the 36-month period beginning on July 1,
1988. "

(b) STUDIES BY SEcR-TAR.--(1) The Secre-
tary of Health and Human Services shall
conduct a study with respect to approved
educational activities relating to nursing
and other health professions for which reim-
bursement is made to hospitals under title
XVIII of the Social Security Act The study
shall address-

(A) the types and numbers of such pro-
grams, and number of students supported or
trained under each programrn

(tB the fiscal and administrative relation-
ships between the hospitals involved and the
schools with which the programs and stu-
dents are affiliated; and

IC) the types and amounts of expenses of
such programs for which reimbursement is
made, and the financial and other contrtbu-
ttions which accrue to the hospital as a con-
sequence of having such programs.
The Secretary shall report the results of such
study to the Congress prior to December 31,
198&

(2) The Secretary shaU conduct a separate
study of the advisability of continuing the
exemption under section
1861(v)(1)(P)tii)(II) of the Social Security
Act for geriatric felUowships, and of expand-
ing such exemption to cover other educa-
tional activities particularly those which
are necessary to meet the projected health
care needs of Medicare benefictares. Such
study shall also examine the adequacy of the
supply of faculty in the field of geriatrics
The Secretary shall report the results of such
study to the Congress prior to July 1, 1990.

tc) GAO SrUDY.-(1) The Comptroller Gen-
eral shall conduct a study of the difference
between the amounts of payments made
under title XVIII of the Social Security Act
with respect to inpatients in teaching hospi-
tal settings and the amounts of such pay-
ments which are made with respect to com-
parable patients who are treated in a non-
teaching hospital setting. Such study shall
identify the components of such payments
(including payments with respect to inpa-
tient hospital services, physicians' services
and capital costs, and, in the case of teach-
ing hospital patients payments with respect
to direct and indirect teaching costs) and
shall account to the extent feasible, for any
differences between the amounts of the pay-
ment components in teaching and nonteach-
ing settings.

(2) In carrying out such study, the Comp-
troller General may utilize a sample of
teaching hospital patients and any other
data sources which he deems appropriate,
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and shallU, to the extent feasible, control for
differences in severity of illness levels, area
wage levels, levels of physician reasonable
charges for like services and procedures, and
for other factors which could affect the com-
parability of patients and of payments be-
tween teaching and. nonteaching settings.
The information obtained in the study shall
be coordinated with the information ob-
tained in conducting the study of teaching
physicians' services under section 2307(c) of
the Deficit Reduction Act of 1984.

(3) The Comptroller General shall report
the results of the study to the Congress prior
to December 31, 1986.

(d) PAPsrwoRwRREnuC7O.-.-Chapter 35 of
title 44, United States Code, shall not apply
to information required for purposes of car-
rying out this section and the amendments
made by this section.
SEC 70?. CONTINUA ION OF MEDICARE REIMBURSE-

XENT WAIVERS FOR CERTAIN HOSPI.
TALS PARTICIPATING IN REGIONAL
HOSPITAL REIMBURSEMENT DEMON-
STRA 7TIONS

(a) CONTINUATION OF WRvrs.--A hospital
reimbursement contrOsystem which, on
January 1, 1985, was carrying out a demon-
stration under a contract which had been
approved by the Secretary of Health and
Human Services pursuant to section 222(aJ
of the Social Security Amendments of 1972,'
or under section 402 of the Social Security
Amendments of 1967 (as amended by section
222(b) of the Social Security Amendments of
1972), shall be- eemed to meet the require-
ments of sect io*j86(c)(l)(A) of the Social
Security Act if such system applies-

(1) to substantially all non-Federal acute
care hospitals (as defined by the Secretary)
in the geographic area served by such system
on January 1, 1985, and

(2) to the review of at least 75 percent of-
(A) all revenues or expehses in such geo-

graphic area for inpatient hospital services,
and

(B) revenues or expenses in such geograph-
ic area for inpatient hospital services pro-
vided under the State's plan approved under
title XIX.

(b) APPROVAL-The Secretary shall ap-
prove the request for a system under para-
graph (1) of ection 1886(c) of the Social Se-
curity Act with respect to a hospital cost
control system if-

(1) the requirements of subpargraphs (B),
(C), (D), and (E) of such paragraph are met
with respect to the system, and

(2) the requirements of subparagraph (A)
of such paragraph are met with respect to
the geographic area served by such system
by reason of subsection (a) of this section-

(t) EmcnTvs DATE-Thi section shall
become effective on the date of the enact-
ment of this Act, and shall continue to be ef-
fective with respect to a hospital cost con-
trol system for so long as such system con-
tinues to be approved pursuant to subsec-
tion (b).
SEC ;7M CONTINUAITION OF HOSPITAL COST CON-

TROL SYSTEMS FOR CERTAIN STA TES
(a) CONT7NUAiON or STATEr SYSTES.-SeC-

tlion 1886(c) of the Social Security Act is
amended by adding at the end thereof the
following new paragraph.

"(7) If a State makes a request under para-
graph (5) prior to December 31, 1984, for ap-
proval of a State hospital reimbursement
control system, and such request is ap-
proved, the Secretary may not discontinue
payments under the system pursuant to
paragraph (3)(B) prior to July 1, 1986, for so
long as such State is taking steps to assure
that such State will meet the requirenments o
paragraph (1)(C) for the applicable 36-
month period.: . -..
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(b) EFFEcrTvE DATEr-The amendment

made by this section shall become elfective
on the date of the enactment of this Act
SEC. 711A RESPONSIBILITMES OF MEDICARE HOSI'I-

TALS IN EMERGENCY CASES.

(a) REQUIREMENT OF MEDICARE HOSPITAL
PROVIDER AOGREEMENTs.-Section 1866(a) (1)
of the Social Security Act is amended-

(1) by striking out "and" at the end of sub-
paragraph (g);

(2) by striking out the period at the end of
subparagraph (H) and inserting in lieu
thereof ", and'";'

(3) by inserting after subparagraph (H)
the following new subparagraph:

"(I) in the case of a hospital to comply
with requirements of section 1867 to the
extent applicable':

(b) RsEQuREMENTS.-Tittle XVIII of such Act
is amended by inserting after section 1866
the following new section.
"EXAMINATION AND TREATHrENT FQo EMEROENCY

MEDICAL CONDITIONS AND WOMEN IN ACTIVE
LABOR
"Sec 1867 (a) Medical Screening Require-

ment-In the case of any hospital which has
a hospital emergency department, if any in-
dividual (whether or not eligible for benefits
under this title) comes to the emergency de-
partment and a request is made on the indi-
vidual's behalf for examination or treat-
ment for a medical condition, the hospital
must provide for an appropriate medical
screening examination within the capabil-
ity of such hospital's emergency department
to determine whether or not an emergency
medical condition (within the meaning of
subsection (e)(1)) exists or to determine if
the individual is In active labor (within the
meaning of subsection (e)(2)). The require-
ments of this subsection shall not apply if
the provision of a medical screening exami-
nation would delay or otherwise be contrary
to the prompt treatment of the individual's
medical condition.

"tb) NECESsARY STABILZIN TREATMENT FOR
EMERGENCY MEDICAL CONDIImoNS AND ACT77VE
LA8soR.--f any individual (whether or not
eligible for benefits under this title) comes to
the hospital and the individual is deter-
mined (through the screening described in
subsection (a) or otherwise) to have an
emergency medical condition or to be in
active labor, the hospital must provide
either-

"(1) within the staff and facilities avail-
able at such hospital, for such further medi-
cal examination and such treatment as may
be required to stabilize the medical condi-
tion or to provide for treatment of the labor,
unless the examination or treatment is re-
fused,- or

"(2) for transfer of the patient to another
medical facility in accordance with subsec-
tlion (c), unless the transfer is refused.

"(c) RESTRICTI7G TRANSFERS UNTIL PATIENT
STABILIZED.-

"(t1 GNnRAL RuLe--If a patient at a hos-
pital has an emergency medical condition
which has not been stabilized (within the
meaning of subsection (e)(3)(B)) or is in
active labor, the hospital may not transfer
the patient unless-

"(A)(i) the patient (or a member of the pa-
tient's family if the patient is an unemanct-
pated minor or is unable to communicate)
requests that a transfer be effected' or

"(ii) there has been a determination by a
physician (within the meaning of section
1861(r)(1)), or by other qualified medical
personnel when a physician is not available
in the emergency department, that, based
upon the reasonable risks and benefits to the
patient, and based upon the information
available at the time, the benefits obtained
from the provision of appropriate medical



CONGRESSIONAL RECORD - SENATE
treatment at another medical facility, that such medical treatment of the condt-
taking into account the potential risks to tion has been provided as may be reasonably
the individual's medical condition involved necessary under the circumstances and
in the transfer, outweigh the potential bene- within the capability of the hospital-
fits to the indtidual's medical condition "tt) so that the transfer of the individual
from not effecting the transfer; and will not, within reasonable medical proba-

"/B) the transfer is an appropriate trans- bility, result in substantial risk of the death
fer (within the meaning of paragraph (2)) to or serious impairment of the individual as a
that facility. direct result of the transfer: or

"(2) APPROPRIAE rmRINSeEn.-An appropri- ii) in order to determine that the bene-
ate transfer to a medical facility is a traiM-obtained from the provision of approprt-
fer- ate medical treatment at another medical

"(A) in which the receiving fac~lity- facility, taking into account the potential
"(i) has available space and qualified per- risks to the individual's medical condition

sonnel for the treatment of the patient; involved in the transfer, outweigh the poten-
"(ii) has agreed to accept tranfer of the pa- tial benefIts to the individual's medical con-

tient and to provide appropriate medical
tre~atment;~~~~ anddillon from not effecting the transfer.

"fiii) is being provided appropriate medi- '74) The term 'transfer' means the moveCia records nor copies dhedofa of tre ami- ment (including the discharge) of a patient
nation and orcaptment furniseof) atfhe ami outside a hospital's facilities at the direc-
transferring f tatmt f ient's med- tion of any person employed by, or affiliatedtransferring facility, or, if the patient's med- or associated direcly or indirectly with, the
ical condition is sufficiently serious to re- or associated directl or indictly , the
quire an immediate transfer, is notified of hospital but does mot include such a move-
the transfer as soon as practicable under the ment of a patient who has been declared
circumstances; dead or leaves the facility without the per-

"(B) in which the transfer is effected mission of any su Person
through qualified personnel and transporta- "f) P srw-The provions of thfs
tion equipment as required including the section do not preempt any State or local
use of necessary and medically appropriate law requirement except to the extent that the
life support measures during the transfer; requirement direcly conflicts with a re-
and quirement of this section "

"(C) which meets such other requirements .'c) Etmciv DAT -The amendments
as the Secretary may find necessary in the made by this section shall become effective
interest of the health and safety of patients on April 1, 1986
transferred (dJ GAO Srurr.-(tl The Comptroller Gen-

"(d) ENrORcEmT.r--If a hospital knowing- eral shall conduct a study of the problems
ly and wtllfully, or negligently, fails to meet created by hospitals which transfer patients
the requirements of this section, such hospi.- without providing necessary emergency
tal shall be subject to- medicat treatment The study shall include-

"(1) termination of its provider agreement (A) a survey and assessment of the extent
under this title in accordance with section of the probleu,
1866(b): or (B) a survey of the available remedies to

"(2) at the option of the Secretary, suspen- such problea, including State laiw and it-
sion of such agreement for such period of censing rquirments and the use of profes-
time as the Secretary determines to be ap- sional stauid setting organizations, and
propriate, upon reasonable notice to the pro- an assessment of the frequency and effective-
vider and to the public ness with wu*ch such remedies are utilized,

"(e) DEnzfrimojr-For purposes of this sec- (C) an assessment of the effectiveness of
tion: the remedy provided under section 1867 of

"(1) The term 'emergency medical condi- the Social Security Act, and
tion' means a medical condition manifest- (D) recommendations for changes in Fed-
ing itself by acute symptoms of sufficient se- eral law, including changes in section 1867
verity (including severe pain) such that the of the Social Security Act and the possible
absence of immediate medical attention use of incentives under title XIX of sach Act
could reasonably be expected to result in- to encourage States to establish similar rem-

"(A) placing the patient's health in serious edies.
Jeopardy:; t2) The Comptroller General shall report

"B) serious impairment to bodily func- the results of the study to the Congress
~~~tions;,~ or ~within 2 years after the date of the enact-"/C) serious dysfunction of any bodily

ment of thisActorgan or part.
"(2) The term 'active labor' means labor at - te) Reour7oNs.-The Secretary of Health

a time at uwhich- and Human Services shall promulgate final
"(A) delivery is imminen4t or regulations for implementing section 1867 of
"(B) there is Inadequate time to effect safe the Social Security Act within 180 days after

transfer to another hospital prior to deliv- the date of the enactment of this Act, and
ery. shall report to Congress on the methods to be

"(3YA) The term 'to stabitize' means, with used for monitoring and enforcing compli-
respect to an emergency medical condition, ance with such section.
to provide such medical treatment of the SEC 711R SENSE OF TWE SENAsT WT RESPECT TO
condition as may be reasonably necessary INPATIEvT HOSPITAL DEDUCTIBLE
under the circumstances and within the ca- In view of the $92 Medicare hospital de-
pability of the hospital- ductible increase that will go into effect Jan-

"(it so that the transfer of the individual uary 1, 1986, it is the sense of the Senate
will not, within reasonable medical proba- that the Committee on Finance should
bility, result in substantial risk of the death report legislation which will reform calcula-
or serious impairment of the individual as a tion of the annual increase in such deducti-
direct result of the transfer or ble so that it is more consistent with annual

"tii) in order to determine that the bene- increases in Medicare payments to hospi-
fits obtained from the provision of appropri- talS
ate medical treatment at another medical SEC 711C PA FNTS TO SOLE COMMUNITvY OSPI-
facility, taking into account the potential rTAs
risks to the individual's medical corndition (a) AD.usruv1r ro PAYMENT AMouVr.-Sec.-
involved in the transfer, outweigh the poten- tion 1886(d1(5)1(i) of the Social Security Act
tial benefits to the individual's medical con- is amended by inserting after the second
dition from not affecting the transfer. sentence thereof the following: "In the case

"(B) The term 'stabilized' means, with re- of a sole community hospital which experi-
spect to an emergency medical condition, ences, in any cost reporting period after the
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cost reporting period which was used as the
base for determining the target amount for
payments to such hospital under paragraph
(l)tA)(i)JII, a significant increase in operat-
ing costs attributable to the addition of new
inpatient facilities or services at such hospi-
tal (including the opening of a special care
unit), the Secretary shall provide for such
adfustment to the payment amounts under
this subsection for such cost reporting
period and subsequent cost reporting pert-
ods as may be necessary to reasonably com-
pensate such hospital for such increased
costs, corrected as necessary for any change
in the hospital's case mix in the cost report-
ing period for which the payment is being
made':

(b) Emscnvs DrAT-The amendment
made by this section shall apply to pay-
ments for cost reporting, periods beginning
on or after October 1, 1983.

/c) ExPiRrAn7o.-The amendment made by
this section shall cease to have effect on Sep-
tember 30, 1989.

(d) SruDy.-The Secretary of Health and
Human Services shall complete a study of
the effects of this provision. This study shall
include recommendations on a permanent
mechanism for needed expansions of sole
community hospitals services and the hospi-
tal specific rates thereof. The study shall be
completed by January 1, 1987.
SEC M7 ASMST VALUAITON FOR DONATIONS OF

STA s PROPERTY rT NONPROfTr COR-
PORA TION

(a) GEaNrrr RVr.--Section 1861(v)1l)tO)
of the Social Security Act is amended-

(I) by inserting "' except as provided in
clause fiv)," in clause (t{ after "such regula-
tions shall provide' and

(2) by adding at the end the following new
clause.

"(iv) In the case of the transfer of a hospi-
tal from ownership by a State to ownership
by a nonprofit corporation without mone-
tary consideration, the basis for capital al-
lowances to the new owner shall be the book
value of the hospital to the State at the time
of the transfer.':

(b) Emwc=rrvs DATE. -The amendments
made by subsection (aJ shall be applied as
though they were oritinally included in the
Deflcit Reduction Act of 1984.
SEC 7l& INDIRaCT TMACHDIN ADJltSWENT Fo

CERTAIN CUllNCS
In the case of a hospital which is receiving

payments under title XVIII of the Social Se-
curity Act pursuant to a waiver under sec-
tion 602(k) of the Social Security Amend-
ments of 1983, payment of the adjustment
for indirect costs of approved educational
activities shall be made as if such hospital
were receiving under part A of such title all
the payments which are made under part B
of such title solely by reason of such waiver.
SEC 711. PSYCHOLOGISrssERrCERs

(a) CLkRIFmCATTON OF INCLUSION As INPA-
rrENr HosPrrIL SRvcC.--Section 1861fb)(3)
of the Social Security Act is amended by in-
serting before the semicolon at the end there-
of "(tncluding the services of a clinical psy-
chologist, as defined by the Secretary)".

(b) EFEcnvsE DATe--The amendment
made by this section shall become effective
on the date of the enactment of this Act.

Sabpart B-Beeflits
SEC 71L EXTENSION AND PA YMENT FOR HOSPIE

CARM
(a) ELIMINATION Or SUNSEr.-Section

122th)(1) of the Tax Equity and Fiscal Re-
sponsibility Act of 1982 is amended-

(1) in subparagraph (A)-
(A) by striking out "(h)l)tA) Subject to

subparagraph (B), the" and inserting in lieu
thereof "(h)(1) The", and

S 15512
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(B) by striking out ", and before October 1,

1986' and
(2) by striking out subparagraph (B).
(b INCR.ASE IN PAYMENT or DAILY RATES

FOR HosPIcE CARE fOR FISCAL YrAR 1986.-(1)
Section 1814(i)(1)(B) of the Social Security
Act is amended to read as follows

"(B) Notwithstanding subparagraph (A),
for hospice care furnished on or after Octo-
ber 1, 1985, the daily rate of payment per
day for routine home care shall be $63.17
and the daily rate of payment for other serv-
ices included in hospice care shall be the
daily rate of payment recognized under sub-
paragraph (A) as of July 1, 1985, increased
by $10.':

(2) Section 1814(i)(1)(C) of such Act is
amended by striking out "1985" and insert-
ing in lieu thereof "1986':
SEC 71 MORATORIUM ON LABORATORY PAYMENr

DEMONSTRATION.

(a) MoRAToRnIx.-Prior to January 1,
1987, the Secretary of Health and Human
Services shall not conduct any demonstra-
tion projects relating to competitive bidding
as a method of purchasing laboratory serv
ices under title XVIII of the Social Security
Act. The Secretary may contract for the
design of, and site selection for, such demon-
stratton projects.

(b) COOPERjTION IN SruDY.-The Secretary
of Health and Human Services and the
Comptroller General shall cooperate with
representatives of clinical laboratories in
conducting a study to determine whether
methods exist which are better than com-
petitive bidding for purposes of utilizing
competitive market forces in setting pay-
ment levels for laboratory services under
title XVIII of the Social Security Act. If such
a study is conducted, the Secretary and the
Comptroller General shall comment on such
study and submit such comments and the
study to the Senate Committee on Finance
and the House Committees on Ways and
Means and Energy and Commerce
SEC 71A HOME HEALTH WAIVER OF LIABILITY.

The Secretary of Health and Human Serv-
ices shall for purposes of determining
whether payments to a home health agency
should be denied pursuant to section
1862(a)(1)(A) of the Social Security Act,
apply a presumption of compliance (2.5 per-
cent) in the same manner as under the regu-
lations in effect as of July 1, 1985. Such pre-
sumption shall apply until 12 months after
the date on which ten regional Intermediar-
tes have commenced operations to service
home health agencies, as required under sec-
tion 1816(e)(4) of the Social Security Act.
SEc 7I6. ORATORIUM ON IYPLEMENTATION OF

HOME HEALTH PAYMENT REGULA-
T7ONS

The Secretary of Health and Human Serv-
ices shall not, prior to July 1, 1986, imple-
ment the regulations issued effective July 1,
1985, with respect to payments for home
health services under title XVIII of the
Social Security Act.
SEC 71t STUDIES RELATING TO PHYSICAL THERA-

PISTS AND OTHER PROFESSIONAL..
(a) SUPERVISION OFr HOME HEALTH SERV-

rcEs.-The Secretary of Health and Human
Services shall conduct a study of the advis-
ability of changing the requirements of title
XVIII of the Social Security Act to allow
home health services to be provided under
the supervtsion of a physical therapist or
other health care professional, rather than
requiring the supervision of a physician or
registered nurse

(b) OfFicE REQ uiREMET.- -The Secretary of
Health and Human Services shall conduct a
study on the advisability of deleting the re-
quirement under such title that a physical
therapist must have an office equipped with
specified equipment, even if such therapist
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provides all such services in patients'
homes.

(c) REPoRTs.-The Secretary shall report
the results of the studies to the Congress
prior to April 1, 1986.
SEC 715A. PROMUL'GATION OF LVPATIENT HOSPITAL

DEDUCTIBLE.

(a) CHANGE IN DraDLINc.-Section
1813(b)(2) of the Social Security Act is
amended by striking out "October 1" and in-
serting in lieu thereof "September 15':

tb) EFFrcrrv DAm.--The amendment
made by this section shall apply to calendar
years after 1985.
PART 2-PROVISIONS RELATING TO PARIS A

ADM) B OF MEDICARE
SEC 717. EXNION OF WORKING AGED PROVISION.

(a) ExTrNsrlO or SECONDARY PAYOR STATUS
BEYOND AGE 70.-1) Section 1862(b)(3)(A)(i)
of the Social Security Act is amended by
striking out "to an individual who is under
70 years of age during any part of such
month (or to the spouse of such indtvtidual
if the spouse is under 70 years of age during
any part of such month) who is employed at
the time such item or service is furnished"
and inserting in lieu thereof "to an individ-
ual who is employed at the time such item
or service is furnished, or to the spouse of
such Individual ".

(2) Section 1862(bl(3-~ tii) of such Act is
amended by striking out "and ending with
the month before the month in which such
individual attains the age of 70':

(b) ENRorLvSrT Prioa--(1) Section
1837(i)(3) of such Act is amended to read as
follows

"(3) The special enrollment period referred
to in paragraphs (1) and (2) is the period be-
ginning with the trst day of the first month
in which the individual is no longer enrolled
in a group health plan described in section
1862(b)(3)(A)(lv) by reason of current em-
ployment and ending seven months later.':

(2) Section 1838(e) of such Act ts amended
to read as follows:

"(e) Notwithstanding subsection (a), in
the case of an individual who enrolls during
a special enrollment period pursuant to sec-
tion 1837(i)(3)-

"(1) in the first month of the special en-
rollment period, the coverage period shaUl
begin on the first day of that month, or

"(2) in a month after the first month of the
special enrollment period, the coverage
period shall begin on the first day of the
month following the month in which he so
enrolls."

(c) AMENDMEzNS TO AGE DIscRrImNmToN IN
EMPLoMrENr Acr.-(1) Section 4(g)(1) of the
Age Discrimination in Employment Act of
1967 (29 U.S.C. 623(g)(1)) is amended by
striking out "aged 65 through 69" each place
it appears and inserting in lieu thereof in
each instance "aged 65 or older':

(2) Section 12 of such Act (29 U.S.C. 631) is
amended by adding at the end thereof the
following new subsectn.-

"(d) Section 4(g) shall apply to Individ-
uals who are at least 40 years of age.".

(3) Section 12(a) of such Act (29 U.S.C.
631(a)) is amended by striking out "The pro-
hibitions" and inserting in lieu thereof
"Except as otherwise provided in this sec-
tion, the prohibitions".

(4) Section 4 of such Act (29 U.S.C. 623) is
amended by redesttgnating the second sub-
section (g), added by section 802 of the Older
Americans Act Amendments of 1984, as sub-
section (h).

(dJ EFFEc77vE DATrs.-(1) The amendments
made by subsection (a) shall apply to items
and services furnished on or after January
1, 1986.

(2) The amendments made by subsections
(b) and (c) shall become effective on Janu-
ary 1, 1986.
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SEC 718. CONT7NUATION OF END STAGE RE.NAL DIS-

EASE NE7WORRS

The Secretary of Health and Human Serv-
ices shall maintain the renal disease net-
work organizations established under sec-
tion 1881(c) of the Social Security Act, and
may not merge the network Into other orga-
ntzations or entities
SEC 719. EXTENSION OF CERTAIN MEDICARE ML.VIC-

IPAL HEALTH SERVICES DE.VON.STRA-
TION PROJECTS

The Secretary of Health and Human Serv-
ices shall extend, for a period of three addi-
tional years approval of four municipal
health services demonstration projects (lo-
cated in Baltimore, Cincinnati, Milwaukee,
and San Jose) authorized under section
402(a) of the Social Security Amendments of
1967
SEC 729 COVERAGE OF RESPIRATORY CARE SERI-

ICES FOR VENTILA TOR-DEPENDENVT LN-
DIVIDUAL&

(a) UNDER MEDICARE PROGRAM.-
(1) As PART OF HOME HEALTH SERVICrs.--(A)

Section 1861 (m)(2) of the Social Security Act
is amended by inserting before the semi-
colon at the end the following,: "or respira-
tory care for a qualified respiratory care pa-
ticht (as defined in subsection (ee)"':

(B) Sections 1814(a)(2)(C) and
1835(a)(2)(A) of such Act are amended by in-
serting after "speech therapy" the following:
'; or, in the case of a qualified respiratory
care patient (as defined in section 1861(ee)),
respiratory care,'

(2) As PART or EXTENDrD CARE sERVICES.-
(A) Section 1861(h)(3) of such Act is amend-
ed by inserting after "speqch therapy" the
following: ", or respiratory care for a quali-
fied respiratory care patient (as defined in
subsection (ee)),':

(B) Section 1814(a)(2)(B) of such Act is
amended by Inserting after "rehabilitation
services," the following: "or, in the case of a
qualified respiratory care patient (as de-
fined in section 1861(ec)), respiratory care,".

(C) Section 1813(a)(3) of such Act is
amended by inserting after "one-eighth" the
following: "(or one-sixteenth in the case of a
qualified respiratory care patient, as de-
fined in section 1861(ee))':

(3) DEFINITION OF QUALIFIED RESPIRATORY
CARE PATmIr .-SectLon 1861 of such Act is
amended by adding at the end the following
new subsection.

"Qualified Respiratory Care Patient
"(ee) The term 'qualified respiratory care

patient' means-
"(1) with respect to respiratory care fur-

nished as part of extended care services
during a spell of illness, an individual
who-

"(A) is medically dependent on a ventila-
tor for life support at least six hours per
day;

"(B) before admission to the skilled nurs-
ing facility, was so dependent (for life sup-
port at least six hours per day) as part of in-
patient hospital services for at least 30 con-
secutive days during the spell of illness; and

"(C) but for the provision of respiratory
care as part of the extended care services,
would require respiratory care as part of in-
patient hospital services; and

"(2) with respect to respiratory care fur-
nished as part of home health services
during or following a spell of illness, an in-
dividual who-

"(A) is medically dependent on a ventila-
tor for life support at least six hours per
day;

"(B) before first being furnished home
health services during the spell of illness.
was so dependent (for life support at least
six hours per day) as part of inpatient hos-
pital services or post-hospital extended care
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services for at least 30 consecutive days
during the spell of illness,'

"(C) but for the provision of respiratory
care as part of the home health services
would require respiratory care as part of tn-
patient hospital services or extended care
services;

"(D) has adequate social support services
to be cared for at homrne, and

"YEl wishes to be cared for at home.':
Ib) UNDER MEDICAID PpROx-.-Section

1902(a)(10) of such Act is amended by strik-
ing out "and" at the end of subparagraph
(C), by adding "and" at the end of subpara-
graph (D), and by inserting after subpara-
graph (DJ the following new subparagraph:

"tE) for the inclusion of home respiratory
care for any individual who-

"It) is medically dependent on a ventilator
for life support at least six hours per day;

"(ii) has been so dependent for at least 30
consecutive days or the maximum number
of days authorized under the State plan,
whichever is less, as an inpatient in one or
more hospitals, skilled nursing facilities, or
intermediate care facilittis;

"'iii) but for the incluton of home respi-
ratory care, would require respiratory care
as an inpatient in a hospitaL skilled nurs-
ing facility, or intermediate care facility
payment for which would be made under the
Stats plan;

'Yiv) has adequate social support services
to be cared for at hom,- anid

"(v) wishes to be cared for at home"':
(c) EFrrC7Tvs DATErs.- Except as otherwise

provided in pdragrapa (2), the amendments
made by this section shall apply to services
furnished on or after the date of the enact-
ment of this act
SEC 752L ArDIT AND MEDICAL CI41MS RI'ITEW.

In addition to any funds otherwise provid-
ed for fiscal years 1986, 1987, and 1988 for
payments to intermediaries and carriers
under agreements entered into under sec-
tions 1816 and 1842 of the Social Security
Act, there are transferred from the Federal
Hospital Insurance Trust Fund and the Fed-
eral Suppleientary Medical Insurance
Fund in such proportions as the Secretary of
Health and Human Services determines to
be appropriate, an additional $105,000,000
for each of such fiscal years for payments to
such intermediaries and carriers under such
agreements to be used exclusively for the
purpose of carrying out provider cost audits
and reviews of medical necessity, consistent
with the provisions of sections 1816 and
1842 of the Social Security Act.
SEC. 721 ACCESS TO SKILLED NULRSING FACILITIES

(a) OPTIONAL PRosPEcTrvs R4Ars FoR CER-
TAIN SKrLrED Nrunsmr FAcxrrEs.-Section
1888 of the Social Security Act is amended
by adding at the end thereof the following
new subsection

"(d)(l) Any skilled nursing facility may
choose to be paid under this subsection on
the basis of a prospective payment for all
routine service costs (fneluding capital and
return on equityg of extended care services
provided in a fiscal year if such facility had,
in the preceding fiscal year. fewer than 1,500
patient days with respect to which payments
were made under this title Such prospective
payment shall be in lieu of payments which
would otherwise be made for routine service
costs pursuant to section 1861(v) and sub-
sections (a) through lc) of this section. This
subsection shall not apply to a facility for
any fiscal year immediately following a
fiscal year in which such facility had 1,500
or more patient days with respect to which
payments were made under this title, with-
out regard to whether payments were made
under this subsection during such preceding
fiscal year.

"t2) The amount of the payment under
this section shall be determined on a per

diem basis For skilled nursing facilities lo-
cated in an urban area the amount shall be
equal to 105 percent of the mean of the per
diem reasonable routine service costs of exz-
tended care services for skilled nursing fa-
cilities in urban areas within the same
region, determined without regard to the
limitations of subsection (a), and for skilled
nursing facilities located in a rural area the
amount shall be equal to 105 percent of the
mean of the per diem reasonable routine
service costs of extended care services for
skilled nursing facilities in rural areas
within the same region, determined without
regard to the limitations of subsection /al.

"(3) For purposes of this subsection, urban
and rural areas shall be determined in the
same manner as for purposes of subsection
(a), and the term 'region' shall have the
same meaning as under section
1886(dt2HJtDI.

"(4) The Secretary shall establish the pro-
spective payment amounts for each fiscal
year at least 90 days prior to the beginning
of such fiscal year, on the basis of the most
recent data amaable for a 12-month perioo
A skilled nurstuW facility must notify the
Secretary of its Wtention to be paid pursu-
ant to this subsetion for a fiscal year
within 60 days Ter the Secretary estab-
lishes the final prospective payment
amounts for such fscal year.

"(5) The Secretsry shall provide for a sim-
plified cost report to be filed by facilities
being paid pursuant to this ubection,
which shall require only the cost fnforna-
tion necessary for determining prospective
payment amounts pursuant to paragraph
(2) and reasonable costs of ancillary serv-
ices

"(6) In lieu of payment on a cost basis for
ancillary services provided by a facility
which is being paid pursuant to this subsec-
tion, the Secretary may pay for such ancil-
lary services on a reasonable charge basis if
the Secretary determines that such payment
basis will provide an equitable level of reim-
bursement and wUil ease the reporting
burden of the facility?.

(bi REDucTow m Ntowrn or FIyCAL INsTR-
MEDIARmEs.-Section 1816(e) of the Social Se-
curity Act is amended by adding at the end
thereof the following new paragraph.

"(6) Notwitthstanding subsections (a) and
Id) and paragraphs II), (2), and (3) of this
subsection, the Secretary shall designate re-
gtonal agencies or oranizations which have
entered into an agreement under this sec-
tion to perform functions under such agree-
ment with respect to freestanding skilled
nursing facilittes in the region. By not later
than April 1, 1987, the Secretary shall limit
the number of such regional agencies to not
more than tenrL.

(ce Pv'uBn'fIr or DATA RELAr7No TO AD-
NStr E7's To SNF Lrirs.-Section 1888(c)
of the Social Security Act it amended by
adding at the end thereof the following: "The
Secretary shall publish the data and criteria
to be used for purposes of this subsection on
an annual bast ".

(dJ RZNxArrEm r or WAIVrR or LrmIJrrI
PRsWPr7.- ON-The Secretary of Health and
Human Services shall for purposes of deter-
mining whether payments to a skilled nurs-
ing facility should be denied pursuant to
section 1862(a)(1)/A) of the Social Security
Act, apply the same presumption of compli-
ance (5 percent) as in effect under regula-
tionJ as of July 1, 1985. Such presumption
shall apply for the 30-month period begin-
ning with the first month beginning after
the date of the enactment of this Act.

t E rcnrv Darts-ilI The amendment
made by subsection (a) shall apply to fiscal
years beginning on or after October 1, 1985.
The Secretar shall establish interim pro-
spective payment rates for the fiscal year be-
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ginning on October 1, 1985, within 90 days
after the date of the enactment of this Act,
and shall establish final rates within 180
days after such date of enactment

2J) The amendment made by subsection
(Ib shall be implemented by the Secretary
prior to April 1, 1987.

(3) The amendment made by subsection cl)
shall become effective on the date of the en-
actment of this Act
SEC 72J CHARGES BY PHYSICIA.VS FOR SERYICES

BILLED TO A HEALTH MAINTENANCE
ORGANIZATION.

(a) PARTIcP rmaT PHIYslc.--Section
1842(h)(1) of the Social Security Act is
amended by inserting after the second sen-
tence the following: "Such agreement shall
also provide that the reasonable charge shall
be the full charge in the case where such par-
ticipating physician or supplier furnishes
items or services (which were immediately
required as described in section
1876(c)(4)(B)) to an individual who is en-
rolled in a health maintenance organization
or competitive medical plan pursuant to
section 1876 during such period .

(bI NoNPARTcnPATANO PHSICx-Section
1842(j)(1) of such Act is amended by insert-
ing "(or bill such an individual's health
maintenance organization or competitive
medical plan for services furnished to such
individual which were immediately required
as described in section 1876(c)l(4)B))" after
"bills individuals enrolled under this part'"

(c) E7crrv DA--The amendments
made by this section shall be effective with
respect to items and services furnished on or
after October 1, 1985, and before October 1,
1986.
sec 72 n77sELY PfBLICA noN OF PA YJESNT l4rAs

FOR HEALTH MAINTENANCH ORGANM-
XATIONI

(a) PUBLcA7TIO D.ADLir4l-Section
1876(a/)1) of the Social Security Act is
amended by adding at the end thereof the
following new subparagraph:

"(F) The Secretary shall establish, and
publish in the Federal Register, the annual
per capita rate of payment for each class
which shall apply to a calendar year within
10 days after publication of the hospital pro-
spective payment rates which will become
effective on the October I preceding such
calendar year. ".

(bI Errcrt DAr--The amendment
made by this section shall become effective
on January 1, 1986.
SEc 7 LIVER TnANSPLANTS.

(a) Congress inds that:
(1) There have been more than 600 liver

transplants since 1963 and the one year sur-
vival rate at qualified institutions is now
greater than 70 percent

(2) There are 4,000 to 48700 potential can-
didates in the United States each year who
require a liver transplant, but only a small
percentage would be eligible for Medicare
coverage.

(3) There are currently individuals on
waiting lists for liver transplants who will
die without Medicare coverage.

(4) After extensive review and consider-
ation of all the available data, an National
Institutes of Health expert panel concluded
liver transplantation is "a therapeutic mo-
dality for end-stage liver disease that de-
serves broader application" in a limited
number of centers where they can be carried
out under optimal conditions

(5) National Institutes of Health further
recommended that liver transplants be done
in individuals under 18 years of age.

(6) The CHAMPUS programr after consid-
ering all relevant data, determined that
there was no scientific basis for limiting
liver transplants to children under 18 years
of age.
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(7) The Department of Health.and Human

Services has determined that liver trans-
plantation is no longer an experimental pro-
cedure only for children under 18.

(b) Based upon the above findings it is
the sense of the Senate that'

(1) For the purposes of title XVIII of the
Social Security Act the Secretary immedi-
ately reconsider the Medicare liver trans-
plant coverage decision and implement a
policy under which a liver transplant shall
not be considered to be an experimental pro-
cedure for Medicare beneficiaries solely be-
cause an individual is over 18 years of age.

(2) A liver transplant shall be covered
under such title when reasonable and medt-
cally necessary.

(3) The Secretary shall place appropriate
limiting criteria on coverage including
those relating to the patient's condition the
disease state, and the institution providing
the care, so as to ensure the highest quality
of medical care demonstrated to be consist-
ent with successful outcomes.
PART $-PROVISIONS RELATING TO PART B

OF MEDICARE
SEC 7& EXTENSION OF PHYSICIAN PEE FREEZE

FOR NONPARTICIPA77NG PHYSICIANS
AND IMPROVEMENTS IN THE PARTICI
PA TNG PHYSICIAN PROURAM.

(a) ONE- YEn EXT7NsroN fOR No"PAt cr-
PATING PHYSICIAN.-

(1) ExrTEIsoN.--Section 1842(b)(4) of the
Social Security Act is amended-

(A) in subparagraph (A)-
(I) by inserting "(i)" after "(4)(A)", and
(ii) by adding at the end the following new

clauses
"(ii) In determining the prevailing charge

levels under the third and fourth sentences
of paragraph (3) for physicians' service. fur-
nished during the 12-month period begin-
ning October 1, 1985, by a physician who is
not a participating physician (as defined in
subsection (hfl)) at the time of furnishing
the service the Secretary shall not set any
level higher than the same level as was set
for the 12-month period beginning July 1,
1983.

"(tii) In determining the prevailing charge
levels under the third and fourth sentences
of paragraph (3) for physicians' services fur-
nished during any 12-month period begin-
ning on or after October 1, 1986, by a physi-
cian who is not a participating physician
(as defined in subsection (h)(1)) at the time
of furnishing the services, the Secretary
shall not set any level higher than the same
level as was set for services furnished during
the previous fiscal year for phystcians who
were participating physicians during tat
year. ';

(B) in subparagraph (B)-
(tt by inserting "(it" after "(B)", and
(it) by adding at the end the following new

clause:
"(ti) In determining the reasonable charge

under paragraph (3) for physicians' services
furnished during the 12-month period begin-
nting October 1, 1985, by a physician who is
not a participating physician (as defined in
subsection (h)(1)) at the time of furnishing
the services--

"(I) if such physician was not a partici-
pating physician at any time during the 15-
month period beginning on July 1, 1984, the
customary charges shall be the same custom-
ary charges as were recognized under this
section for the 12-month period beginning
July 1, 1983; and

"(il) if such physician was a participating
physician during the 15-month period begin-
ning on July 1, 1984, the Secretary shall not
recognize increases in actual charges abovy
the level of the physician's actual charges
billed during the 12-mo~rth period beginning
on April 1, 1984.".
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(C) in subparagraph (C)-
(V by inserting "(t" after "(tCi,
(ii) by striking out "(A)" and inserting in

lieu thereof "A)()" each place it appears,
and

(tii) by adding at the end the following
new clausc:

"(it) li determining the prevailing charge
levels under the third and fourth sentences
of ParWrGph (3) for physicians' services fur-
nished uring the periods beginning after
September 30, 1986, by a physician who was
not a partipating physician on that date,
the Secretry shall treat the level as set
under subpauph (A)(it) as having fully
provided for *,eeranomtc changes which
would have been*aken into account but for
the limitations contained in subparagraph
(A)lit). " and

(D) in subparagraph (D)-
(i) .by striking out "who at no time" and

all that follow through "subsection (hHl))"
and insert in lieu thereof "who was not a
participating physician (as detned in sub-
section (hJ)()) on September 30, 1985':

(it) by tiserting "i)" after "(D)'" and
(iit) by adding at the end the following

new clause:
"(tit) In determining the customary

charges for physicians' services furnished
during the 13-month period beginning Octo-
ber 1, 198%, or October 1, 1987, by a physi-
cian who is not a participating physician
(as defined in subsection (h)l)) on Septem-
ber 30, 198--

"(I) if such physician was not a partici-
pating physician at any time during the 15-
month period beginning on July 1, 1984, the
Secretary shal -ot recognize increases in
actual charges services furnished during
the 12-month period beginning on October 1,
1985, above the level of the physician's
actual charges billed during the 3-month
period ending on June 30, 1984; and

"il) if such physician was a participating
physician during the 15-lonth period begin-
ning on July 1, 1984 Me Sccretary shall not
recognize increases in actua charges for
services furnished dhO the 12-month
period beginning on October 1, 1985, above
the level of the physician's actual charges
billed during the 12-month period beginning
on April 1, 1984. '

(2) COwrr D ENORcEmErs.- -The first sen-
tence of section 1842(j)1I) of such Act is
amended to mad as follows: "In the case of a
physician who # not a participating physi-
cian for items afnd services furnished during
a portion of the 27-month period beginning
July 1, 1984, the Secretary shall monitor the
physician's actual charges to individuals
enrolled under this part for physicians' serv-
ices during that portion of that period ."

(3) PRIOD FOR ENERI. AGREMENSs ro Bx
PARTIcIPAINO PXscMAir-The Secretary of
Health and Human artvices shall provide
for a 30-day period, beginning on the date of
the enactment of this Act, in whtih physi-
ctans may enter into an agreement under
section 1842(h)(1) of the Social Security Act
for the 12-month period beginning October
1, 1985, or-terminate such an agreement pre-
vitouly entered into for such period.

(4) ESyz m r Dark-The amendments
made by this tubsection shall apply to serv-
ices furnished on or after October 1, 1985.

(bJ INCEsNTVES FOR PART=CLA7mO PHYSICN
PROcGRxa.-

(1) ONE-YEAR EXTENSION OF TRA2R OF
FUNDS FOR CARREs.--Section 2306(e) of the
Deficit Reduction Act of 1984 is amended-

(A) by striking out "and 1985" and insert-
ing in lieu thereof", 1985, and 1986;'

(B) by striking out "the amendments made
by this section" and inserting in lieu theeof
"subections (b)(4), (h), and IJ 'o section
1842 of the Socal Security Act;'"
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IC) by striking out "for fiscal year 1985"

and inserting in lieu thereof 'for each of
fiscal years 1985 and 1986",' and

(D) -by adding at the end thereof the fol-
bweinw n sentetnce "A significant propor-
tion of such funds shall be used for the ex-
Pan*in of the participating physician and
suppl rogram and for the development of
professional relations staffs dedicated to ad-
dressing the billing and other problems of
physcians and suppliers participating In
that program ".

(2) IMPROVEMarE OF PARRICrPA27No PHYSI-
Crt Dm.zcroRErs.-Section 1842(i) of the
Social Security Act is amended-

(A) in the first sentence of paragraph (2)-
(i) by striking out "a directory" and in-

serting in lieu thereof "directories (for ap-
propriate local geographic areas)"; and

(it) by inserting "Jor that area" before 'Yor
that fiscal year",

(B) in the second sentence of paragraph
(2), by striking out "The directory" and in-
serting in lieu thereo "Each directory";

(C) in paragraph (3)-
(i) by striking out "directory" the first

place it appears and inserting in lieu there-
of "the directories"' and

(ii) by striking out "directory" the second
place it appears and inserting in lieu there-
of "the appropriate area directory or direc-
tories"; and

(D) in paragraph (4)-
(I) by striking out "directory" and insert-

ing in lieu thereof "the directories'" and
(it) by adding at the end the following:

"The Secretary shall provide that each ap-
propriate area directory is sent to each par-
ticipating physician located in that area. ".

(3) ELrrmArTro or PrYSCL4N AssIowrmr
RATE LrST.-Section 1842(t) of such Act is fur-
ther amended-

(A) by striking out "(t)(1)" and all that fol-
lows through the end of paragraph 11);

(B) by striking out "subsection (h)(1)" in
paragraph (2) and inserting in lieu thereof
"paragraph (1)"''

(C) by striking out "such list and" and
"the list and" each place either appears in
paragraphs (3) and (4); and

(D) by rede4ignating paragraphs (2)
through (4) as paragraphs (4) through (6) of
subsection (h), respectively.

(4) INFoRNMA7TO ON TH PARTICIPATINC PHY-
SICIAN AND SUPPIE PROGRAM IN EXPAM TONS
Of MEDICAR BENEF/ s FOR UNISSIGNED
cLurs--Section 1842(h) of such Act as pre-
viously amended by this subsection, is fur-
ther amended by adding at the end the fol-
lowing new paragraphs

"(7) The Secretary shall provide that each
explanation of benefts provided under this
part for services furnished in the United
States in conjunction with the payment of
claims under section 1833(aJ(1) (made other
than on an assionment-related basis de-
acribed in paragraph (8)), shall include-

"(A) a reminder of the participating physi-
cian and supplier program established
under this subsection (including the limita-
ttion on charges that may be imposed by
such physicians and suppliers); and

"(B) the toll-free telephone number or
numbers, maintained under paragraph (2),
at which an individual enrolled under this
part may obtain tinormation on participat-
ing physicians and suppliers

"(8) For purposes of this titl, a claim is
considered to be paid on an 'assignment-re-
lated basis' if the claim is paid on the basis
of an assignment described in subsection
(b)(3)tB)(ti), in accordance with subsection
(b)()(B), or under the procedure described
in section 1870(f)(1). ':

(5) Eci-E DorA.-Section 1842(b)(7) of
the Social Security Act, as added by para-
graph (4) of this subsection, shall apply to
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explanations of benefits provided on or after
such date (not later than April 1, 1986) as
the Secretary of Health and Human Services
shall specify.

Ic) CHARGES BY PHYSIC4N WHERE MEDICARE
Is Nor BILLWD.-

(l) INAPPLICABSLrrY oF PENAL7TEs.-Section
1842fjJ of the Social Security Act is amended
by adding at the end thereof the following
new paragraph.

"(5) Paragraph (1) shall not apply in any
case where no payment is requested or billed
under this part by any party with respect to
the particular physicians' services in-
volved':

(2Z Ercrrv DAm--The amendment made
by paragraph (1) shall apply to services fur-
nished after the date of the enactment of
this Act
SEC .72 PART B PREMIUAM

(a) ONE-YEAR ExTrroN.--Section 1839(e)
of the Social Security Act is amended by
striking out "1988" each place it appears in
paragraphs (1) and (2), and inserting In lieu
thereof in each instance "1989':

(b) No NET REDUC7ON IN BENEFIT CHECK--
Section 1839(f).of such Act is amended to
read asjollows'

"(f)(1) If no cost-of-living increase be-
comes cffective under aection 215(1) In De-
cember of 1985, 1986 or 1987, the monthly
premium of each individual enrolled under
this part for each month in the succeeding
year shall (except as otherwise provided in
subsection (b)) be the same as the monthly
premium (disregarding subsection (b)) of
the individual for such December.

"(2)(A) If a cos4-of-living increase does
become effective under section 215(i) in De-
cember of 1985, 1986, or 1987, the monthly
premium for the months in the succeeding
calendar year for any individual described
in subparagraph (B) shall except as other-
wise provided In subsection (b)) be reduced
to the extent necessary to provide that the
individual's 'net check amount' for any
month in such succeeding calendar year for
which he is entitled tq a benefit under sec-
tion 202 or 223 is not less than such individ-
ual's 'net check amount'for such December.

"(B) Subparagraph (A) shall apply to any
individual-

"(it who is entitled to a benefit under sec-
tion 202 or 223 for the applicable December
and the preceding November, and

"(ii) whose monthly premium for such De-
cember and the following January is deduct-
ed from those benefits under section
1840(a)(1).

"(C) For purposes of this paragraph, an
individual's 'net check amount'for a given
month is the amount of his benefit under
sectionr 202- or 223 for the month preceding
such given month, minus the amount of the
monthly premium for such given month (de-
termnned without regard to subsection (b)).

"(D) For purposes of this paragraph, retro-
active adjustments or payments and deduc-
tions on account of work shall not be taken
finto account in determining the monthly
benefits to wiichl an individual is entitled
under section 202 or 223.:

(c) EmEc7TVr DA1--The amendments
made by this section shall become effective
on the date of the enactment of this Act.
SEC 777. CORRETION OF INAPPROPRIATE MEDI-

CARE REASONABLE CHARGE DETERMI.
NA7IONS FOR HOSPITAL-BASED PHYSI.
CIANS.

(a) DEERrMINA77ON OF CUSTOMAR Y
CrRaoss.-Notwithstanding the provisions
of section 1842(b) of the Social Security Act,
in the case of a physician whose customary
charges are based on compensation which
was paid to him by a hospital and who sub-
sequently changes his arrangement with
such hospital on or after September 30, 1982,
to an arrangement under which such physi-

cian bills for his services on his own behalf,
such customary charges shall be determined,
effective with respect to services furnished
on and after October 1, 1985, and prior to
October 1, 1986, by-

(1) ascertaining the actual charges such
physician billed for his services on his own
behalf during the billing period specified in
subsection (b);

(B) deflating such actual charges in ac-
cordance with the provisions of subsection
(c); and

(C) calculating such customary charges in
accordsnc with the provisions of section
1842(b) of the Social Security Act, except
that such d4flated actual charges shall be
deemed to have been billed by such physi-
cian during the period described in subsec-
tion (d).

(b) Brawo PERIoD.-For purposes of this
section, a itlling period shall be the 12-
month period ending on March 31, 1985;
except tha4 if a physician does not have suf-
ficient billings during such 12-month period
to determine his customary charges the bill-
ing period shall be the first 3-month period
which-begins on or after February 1, 1985,
for which such physician has sufficient bil-
lings to serve as a basis for the determina-
tion of such physician's customary charges.

(c) DEFLATINa or AC7JAL CHARaOs.-The
actual charges for a btlling period shall be
deflated by multiplying them by a fraction-

(1) the numerator of which is-
t2) the value of the physicians' services

component of the Consumer Price Indez
(U.S. City Average for All Urban Consumers)
for September 1984, in the case of a physi-
cian who is a participating physician prior
to October 1, 1985, or

(3) the average value of such component
for the calendar year 1982, in the case of a
physician who is not a participating physi-
cian prior to October 1, 1985; and

(2) the denominator of which is the value
of such comrponent for the midpoint of the
billing period applicable to such physician
as determined under subsection (b).

(d) DEEMR D TbM Or Bi.LrNa. -For purposes
of subsectin (a)(3), the delated actual
charges referred to in subsection (c) shall be
deemed to have been billed-

(1) in the 12-month period ending on
March 31, 1985, in the case of a physician
who was a participating physician prior to
October 1, 1985; or

(2) in 1982 in the case of a physician who
was not a participating physician prior to
October 1, 1985.
SEC 7.& PAYMEN'TS FOR MEDICAL AND OTHER

HEALTH SERVICES.
(a) PAYMrENT FRAZ--Section 1842tb)(4) of

the Social Security Act is amended by
adding at the end thereof the follooing new
subparagraph:

"IE) In the case of medical and other
health services (as defined in section
1861sa)),for which payment is based on rea-
sonable charge, other than physicians' serv-
ices and clinical laboratory services-

"Il) the customary and prevailing charges
under paragraph (3), and the lonwest charge
referred to in the fourth sentence of such
paragraph, for such services (other than du-
rable' medical equipment purchased, or
leased under a purchase agreement) fur-
nished during the 12-month period begin-
ning on October 1, 1985, may not exceed
such charges recognized under this section
for the 12-month period beginning on OCto-
ber 1, 1984, increased by 1 percent; and

"(ti) the prevailing charge under para-
graph (3), and the lowest charge referred to
in the fourth sentence of such paragraph, for
such services tincluding all durable medical
equipment) furnished during any 12-month
period beinning on or after October 1, 1986,
may not ecbeed such charges for the preced-

ing 12-month period increased by the same
percentage as the percentage increase in the
Consumer Price Index for All Urban Con-
sumers (United States city average) for the
12-month period ending on the preceding
June 30. '

lb) Emc7vrs DArTE-The amendment
made by this section shall apply to services
furnished on or after October 1, 1985.
SEC 7?1 PAYMENT FOR ASSISTANTS AT SURGERY

FOR CERTAIN CATARACT OPERATIONS
AND OTHER OPERA T7ONS

(a) LIMA7noN Ox PAyrmNr.-Section
1862ta) of the Social Security Act is amend-
ed-

(1) by striking out "or" at the end of para-
graph (13),

(2) by striking out the period at the end of
paragraph.ll(14) and inserting in lieu thereof
"; or", and

(3) by adding at the end the following new
paragraph:

"115) which are for services of an assistant
at surgery in a cataract operation unless,
before the surgery is performed, the appro-
priate utilization and quality control peer
review organization (under part B of title
XI) has approved of the use of such ani as-
sistant in the surgical procedure based on
the existence of complicating medical condi-
tion."

(b) ADDmoNAL PRO FUNCTrONS.-Section
1154(a)(8) of such Act is amended by insert-
ing before the period at the end the follow-
ing: "or as may be required to carry out sec-
tion 1862(a)(15)".

(c) PRoHmrmoN FOR SUBMrrI7o BILL FOR
WHrcm PAYMENT MA Y Nor Bs MAoD-Section
1842 of such Act is amended-

(1) in subsection (j)[2), by inserting "or
subsection (k)" after 'paragraph (1)'" and

(2) by adding at the end thereof the follow-
ing new subsection.

"(k)(ll) If a physician knowingly and will-
fully bills an individual enrolled under this
part charges for services as an assistant at
surgery for which payment may not be made
by reason of section 1862ta)(15), the Sere-
tary may apply sanctions against such phy-
sician in accordance with subsection (/)(2).

"(2) If a physician -knowuingly and willful-
ly bills an individual enrolled under this
part charges that include a charge for an as-
sistant at surgery for which payment may
not be made by reason of section
1862(a)(15), the Secretary may apply sanc-
tions against such physician in accordance
with subsection f)t2).':

(d) EXTENSION OF PROIrIT7QN TO OTHER
PRocEDUR. S.--The Secretary of Health and
Human Services, after consultation with the
Prospective Payment Assessment Commis-
sion, shall develop recommendations and
guidelines relating to other surgical proce-
dures for which an assistant at surgery is
generally not medically necessary and the
circumstances under which the use of an as-
sistant at surgery is generally medically ap-
propriate but should be subject to prior ap-
proval of an appropriate entity. The Secre-
tary shall report to Congres, not later than
April 1, 1986, on these recommendations and
guidelines

(e) ErmcrTrv DATE--The amendments
made by this section shall apply to services
performed on or after October 1, 1985.
SEC 73 LuMITrAn 0N ON MKDICAPS PAYMENT FOR

POST-CATARACT SURGERY PA 7TENT

(a) PA YMENr FOR REPLACEMENT OF Losr OR
DAMAGeD CATaRACrT E YroSSC AND CATARAcr

CoNTAcrT LrNS&-Wtth respect to the pay-
ment for replacement cataract eyeglasses
and cataract contact lenses undet title
XVIII of the Social'ecurtty Act in the case
of an individudl benetficiary-
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(1) payment may be made for the replace-

ment only once every year of lost or dam-
aged cataract eyeglasses, and

f2) payment may be made-
(A) in the first year after surgery, for one

original cataract contact lens for each eye
and for the replacement only twice of a lost
or damaged cataract contact lens for each
eye, and

(B) in each subsequent year. for the re-
placement only twice of a lost or damaged
cataract contact lens for each eye.

(b) DsrsERMINA7ON OF SEPARAT PAYMENT
Axourno-s for PROSTHFmC LENSEs AND PRoCUS-
SIONAL SeRvwcEs.-Section 1842(b) of the
Social Security Act is amended by adding at
the end thereof the following new para-
graph

"(8) In providing payment for cataract
eyeglasses and cataract contact lenses, and
professional services relating to them under
this part each carrier shall-

"(A) provide for separate determinations
of the payment amount for the eyeglasses
and lenses and of the payment amount for
the professional services of a physician (as
defined in section 1861(r)); and

"(B) not recognize as reasonable for such
eyeglasses and lenses more than such
amount as the Secretary establishes in
guidelines relating to the inherent reason-
ableness of charges for such eyeglasses and
lenses ':

(c) ErFECsv DIAr--il) The amendments
made by this section shall apply to items
and services furnished on or after October 1,
1985.

(2) In applying the amendment made by
subsection (a), there shall not be taken into
account any cataract eyeglasses or contact
lenses replaced before October 1, 1985.
SC 73. DEMONS rRA ON OF PREFiV7 HVIEA£LTH

SERFICES UNDER MEDICARA

(a) DEso~Nsrsn o PRooRA- -The Secre-
tary of Health and Human Services (hereaf-
ter in this section referred to as the "Secre-
tarv") shall establish a 4-year demonstra-
tion program designed to reduce disability
and dependency through th provision of
preventive health services to individuals en-
titled to benefts under title XVIII of the
Social Security Act (hereafter in this section
referred to as "medicare beneficiartes"j.

(b) PRxqsrwvz HELmw SE viczs Uwezr
DEmozesn-unO PRooGRA.--The preventive
health services to be made available under
the demonstration program shall include-

(1) health screenings,
(2) health risk appraisals;
(3) immunizations and
(4) counseling on and instruction in-
(A) diet and nutrition,
(B) reduction of stress
(C) exercise and exercise programs,
(D) sleep regulation,
(E) injury prevention,
(F) prevention of alcohol and drug abuse
(G) prevention of mental health disorders
(H) Jelf-care, including use of medication

and
(I) reduction or cessation of smoking.
(c) CoDUcr or PROORAY.-The demonstra-

tion program shall-
(1) be conducted under the direction of ac-

credited public or private nonprofit schools
of public health, or preventtve medicine de-
partments of accredited schools of medicine,

(2) be conducted in no fewer than five
sites which sites shall be chosen so as to be
geographically diverse and shall be readily
accessible to a significant number of medi-
care beneficiaries

(3) involve community outreach eforts at
each site to enroll the maximum number of
medicare beneficiaries in the programn. and

(4) be designed-
(A) to test alternative methods of payment

for preventive health services including
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payment on a prepayment basis as well as
payment on a fee-for-service basis,

(BJ to permit a variety of appropriate
health care providers to furnish preventive
health services, inctu~d physicians health
educators, nursak aied health personnel
dieticians and clinical psychlogists, and

(C) to facilitate evaluation under subsec-
tion (d).

(d) EVmuAcTr..- -The Secretary shall
evaluate the demonstration project in order
to determine-

(I) the short-term and long-term costs and
benefits of providing preventive health serv-
ices for medicare beneficiaries including
any reduction in inpatient services result-
ing from proiding the services, and

(2) what ptal mechanisms exist to fi-
nance preventiv health services under title
XVIII of the Social Security Act

(e) REPoRs To COoaR=ss.-(1) Not later
than three years after the date of the enact-
ment of this Act the Secretary shall submit
a preliminary report to the Committee on
Ways and Means of the House of Represent-
atives and to the Committee on Finance of
the Senate on the progress made in the dem-
onstration program, Ir!dtng a description
of the sites at whc e program is being
conducted and the preventive health serv-
ices being provided at the different sites

(2) Not later than five years after the date
of the enactment of this Act the Secretary
shall submit a final report to those Commit-
tees on the demonstration program and
shall include i the report-

(A) the evaufon described in subsection
(d), and IcW

(B) recommendations for appropriate leg-
islative changes to incorporate payment for
cost-effective preventive health services into
the medicare program.

(f) FVrnvO.-Expenditures made for the
demonstration program shall be made from
the Federal Supplementary Medical Insur-
ance Trust Fund (established by section
1841 of the Social Security Act). Grants and
payments under contracts may be made
either in advance or t way of reimburse-
ment, as may be ddjgnrned by the Sere-
tary, and shall be maifn such installments
and on such conditions as the Secretary
finds necessary to carry out the purpose of
this section. Funding for the demonstration
program shall not exced $4,000,000 over the
duration of the program.

(g) WvZr or MdnrcARE REQuwRiSr--
The Secretary shall waive compliance with
such requrements of title XVIII of the
Social Securty Act to the extent and for the
period the Sectary finds necessary for the
conduct of the demonstration program
SEC 735 AMBULA TORY SJURGERT.

(a) LrMirrTAl7o ON RsASOxwnaL COST OR
CHARGE--

(1) AJxuLATsORY SUROGCAL CENrSRS AND PiY-
sicwA omcE--Section 1833(f)(2) of the
Social Security Act is amended by adding at
the end thereof the following new subpara-
graph:

"(C) In no case shall the standard over-
head amount established with respect to a
surgical procedure under subparagraph (A)
or (B) exceed the DRG rate for the same sur-
gical procedure When provided on an inpa-
tient basis in a hospital n the same area, as
determined under seloe 188 6.

(2) HosPrrAL ovrvAmr ISrPARTMSENT-tAJ
Section 1833(aJ(4) of such Act is amended to
read as follows.

"(4) in the case of facility services de-
scribed in section 1832(a)(2)(F), and outpa-
tient hospital services furnished in connec-
tion with surgical proeedures spscifed by
the S; pursuant to section
1833(itH( te applicable amoant as de-
termined under section 1833(i.':
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(B) Section 18j3J(i oef such Act is

amended to read as follows.
"(3) The amount of the ta~ent to be

made under this part for ougpg.nmithoptal
services furnished in conseds olth it sur-
gical procedure specified snder paragraph
(1)(A) shall be equal to 80 percent of the
standard overhead amount with respect to
the same surgical procedure when provided
in an ambulatory surgical center in the
same area, as determined under paragraph
(2)(A); except that additional payment shall
be made with respect to 80 percent of the
direct costs of approved educational activi-
ties, capital related costs, or costs of anes-
thesia services provided by a certified regis-
tered nurse anesthetist in the same manner
as such payments are made with respect to
outpatient hospital services not paid for
under this subsection ".

(3) ANNUAL UPDATINO.-(A) Subpara/ragrph
(A) and (B) of section 1833(i112) of such Act
are each amended by striking out "shall be
reviewed periodically" and inserting in lieu
thereof "shall be reviewed and updated not
less often than annually, "

(B) Section 1833(U(fi) of such Act is
amended by adding at the end thereof (after
and below subparagaph (B)D the following:
"The lists of procedures established under
subpararaaph tA) and (B) shall be reviewed
and updated not less often than annually."

o FIcAcmy SrRcCS TO ImCuos RLI TEDo
Ssavrcs.--4) Section 1833() of the Social
Security Act is amended by adding at the
end thereof the following new paragraph:

"S5)(A) For purposes of this section, facili-
ty services' hall include all medical and
other health services (as defned in section
1861(s)) which are furnished in connection
with a surgical procedure pecified under
paragraph (1), other than the physicians'
services and anesthesia services furnished
by a certifed registered nurse anesthetist.

"(B) The Secretary shall establish a
method of payment for anesthesia services
furnished by a certified registered nurse an-
esthetist in connection with a surgical pro-
cedure for which payment is made pursuant
to this subsection and htich are furnished
in an ambulatory urgical center or in a
physician's office. Such method may be
based on the payment method under para-
graph (3) or any other basis which the Secre-
tary finds appropriate. Such method shall
not to the extent feasible, create financial
incentives or disincentives for the use of cer-
tified registered nurse anesthetists employed
by an ambulatory surgical center or by a
physician ".

12) Section 1832(a)(2J(FP of such Act is
amended by striking out "services (includ-
ing all pre- and post-operative services) de-
scribed in paragraphs (1) and (2)(A) of sec-
tion 1861ts) and" and inserting in lieu
thereof "physicians' service facility serv-
ices and anesthesia services furnished by a
certified registered nurse anesthetist tnclud-
ing all preoperative and postoperative serv-
ices,':

(3) Section 1833(i)(4)(A) of such Act is
amended by striking out "and with respect
to all related services (including physicians'
services laboratory, X-ray, and diagnostic
services)" and inserting in lieu thereof " the
physicians' services and anesthesia services
furnished by a certifed registered nurse an-
esthetist".

(c) PRO RsvrEw.-(l1 Section 1154(a)(1) of
the Social Security Act is amended by insert-
ing 'and subject to the requirements oqaub-
section (d)" after "subject to the terms of the
contract':

t2) Section 1154 of such Act is amended by
adding at the end thereof the following new
subsection:



CONGRESSIONAL RECORD- SENATE
"'d) Each contra, t under this part shall

require that the utilization and quality con-
trol peer review organitzation's review re-
sponsibility pursuant to subsection (a)t1)
will include all ambulatory surgical proce-
dures described in section 1833(i11)(UA)
which are performed in the area, or, at the
discretion of the Secretary, a sample of se-
lected procedures.':

Id) COINSU7RANCE AND DEDUUTIBLs To APPLY
WrmHOuT REGARD To SEOTINO OF AM ULLATORy

SUROERY OR AssIGNMENT.-(1) Section
1832(a)(2)(F)(i) of the Social Security Act is
amended by inserting "standard overhead"
before "amount determined under section
1833i)/2)/A) ".

(2) Section 1832(a)(2)(F)(ii) of such Act is
amended by inserting "standard overhead"
before "amount determined under section
1833ff)f2)fB)':

(3) Section 1833(aH)1) of such Act is
amended-

(A) by inserting "and" before "(E)J'; and
(B) by striking ouf '" and (F)" and all that

follows and inserting in lieu thereof a semi-
colon.

(4) Section 1833ta)(4) of such Act is
amended by striinog out "the applicable
amount described in paragraph (2) of sec-
tion 1833(i)" and inserting in lieu thereof
"80 percent of the applicable standard over-
head amount described in subsection (i)(2)
of this section'".

(5) Section 1833(b) of such Act is amended
by striking out "(3) such total amount shall
not include expenses incurred for services
the amount of payment for which is deter-
mined under.subsection (a)l)(F) or under
subsection [()12) or (ti)(4), and (4)" and in-
serting in lieu thereof "and (3)':

(6) Subparagophs (A) and (B) of section
1833(t)(2) of such Act are each amended by
inserting "80 percent of' befor "a standard
overhead amount".

(e) rmcTvr Dirns.-(I ) Except as other-
wise provided the amendments made by this
section shall apply to services furnished on
or after October 1, 1985.

(2) The amendments made by subsection
(al(3) shall apply on and after January 1,
1986. Prior to January 1i, 1986, the Secretary
of Health and Human Services shall update
the amounts established under subpara-
graphs (A) and (B) of section 1833(i)(2) of
the Social Security Act on the basis of cur-
rent data to account more'appropriately for
the Costs actually incurred&

t3) The amendments made by subsection
tc) shall apply to Contracts entered into or
renewed on or after October 1, 1985.

PART 4-MISCELLANEOUS MEDICARE
PROVISIONS

SEC 73. EATENSION OF ON LOK WAIVER,
(a) CONTI7NUED APPROVL--
(I) MEDIcAREr WAIER-Nottwithstanding

any limitations contained in section 222 of
the Social Security Amendments of 1972 and
section,402(a) of the Social Security Amend-
ments of 1967, the Secretary of Health and
Human Services shall continue approval of
the risk-sharing application described in
section 603(c)(1) of the Social Security
Amendments of 1983 for waivers of certain
requirements of title XVIII of the Social Se-
curity Act after the end of the period de-
scribed in that section. -

(2) MEDIcAID wmavER--NotwthsUtanding
any limitations contained in section 1115 of
the Social Security Act, the Secretary shall
approve any application of the Department
of Health Services State of California, for a
waiver of requirements of title XIX of such
Act in order to continue carrying out the
demonstration project referred to in section
603/c)(2) of the Social Security Amendments
of 1983 after the end of the period described
in that section.

(b) TERMS, CoNDTmONS AND PERIOD OF AP-
PROVAL-The Secretary's approval of an ap-
plication (or renewal of an application)
under this section-

(1) shall be on the same terms and condi-
tions as applied with respect to the corre-
sponding application under section 603(c)
of the Social Security Amendments of 1983
as of July 1, 1985, except that requirements
relatftg to collection and evaluation of in-
formation for demonstration purposes (and
not for operational purposes) shall not
apply; and

(2) shall remain in effect until such time
as the Secretary finds that the applicant no
longer complies with the terms and condi-
tions described in Paragraph (1).
SEC 734 ADDIOTIOAL MEMBERS OF PROSPECTIVE

PA VMENr ASSESSMENT COMMISSION.
(a) EXPANSION OF MERSMI mp.-Section

1886te)(6)(A) of the Social Security Act is
amended by striking out "15 individuals"
and inserting in lieu thereof "17 indivtd-
uals".

(b) APPorTwrs.-The Director of the
Congressional Office of Technology Assess-
ment shall appofW the two additional mem-
bers of the Prospective Payment Assessment
Commission, as ruired by the amendment
made by subsection (a), no later than 60
days after the date of the enactment of this
Act, for terms of three years.
SEC 73. REMOVAL OF PROHIBmON ON COMMENTS

BY MEDICARE AND SOCIAL SECURITY
ACTUARIES RELATING TO ECONOMIC
ASSUMPTIONS

(a) FEDERAL OLD-Aas AND DmSABILrY INSUR-
ANCS TRUST FuNDI-Section 201(c) of the
Social Security Act is amended by striking
out "; Provided, That the certification shall
not refer to economic assumptions underly-
ing the Trustee's report, and shall" and in-
serting in lieu thereof "' Such report shall".

(b) MoDIcaRT TRUST FuNDS.-Sections
1817(b) and 1841(b) of such Act are each
amended by striking out ": Provided, That
the certitcation phall not refer'to economic
assumptions underlying the Trustee's
report '

(c) Ercrwz DAm-The amendments
made by this "on shall become effective
on the date of;ce enactment of this Act.
SEC 7At ERXtSiON OF GAO REPORTING DAT .

(a) Exr iom.--Section 2326(e)(2) of the
Deficit Reduction Act of 1984 is amended by
striking out "12 months" and inserting in
lieu thereof "18 months"':

(b) Emcr7vz DATs--The amendment
made by this section shall apply as though it
were included in the Deficit Reduction Act
of 1984 as originally enacted.

PART --PEER REVIEW ORGANIZATIONS
SEC. 737 HEALTH MAINTENANCE ORGANIZATION

MEMBERSHIP ON PEER REVIEW ORGA-
NIA TION BOARDS

(a) REmOVAL or ONE-MEMBER LIMrTATIoN.-
Section 1153b)(2)(A) of the Social Security
Act is amended by striking out "consists
only of one inditvidual member of the gov-
erning board" and inserting in lieu thereof
"consists only of members of the governing
board'"

(b) EF-crrvc DATs.-The amendment
made by this section shall become effective
on the date of the enactment of this Act.
SEC. 73& PEER REVIEW ORGANIZATION REIMBURSE-

MEN7:
(a) RErJm srrSEErNT AmouNrs.-Section

1866(a)l(1)F) of the Social Security Act is
amended-

(1) by striking out clause (iii);
(2) by inserting "and" at the end of clause

(ii);
(3) by redesignating clause (iv) as clause

(iii); and
(4) by striking out "1982" in clause (iii) as

so redesignated and inserting in lieu thereof
"1985':
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lb) MONTHLY - PA YMENrST-Section

1153(c)(8) of such Act is amended to read as
foUows:

"(8) reimbursement shall be made to the
organization on a monthly basis, with pay-
ments for any month being made not later
than 15 days after the close of such month.':

(cl)1) The amendments made by subsec-
tion (a) shall become effective on the date of
the enactment of this Act

(2J The amendment made by subsection
(b) shall apply to contracts entered into or
renetwd on or after the date of the enact-
ment /fthfi Act.
SEC 739. PEER REVIEW ORGANIZATION REVIEW OF

HEALTH MAINTENANCE ORGANIZA-
TIONS

(a) REvisw REQuirED.-Section 1154(a)(1)
of the Social Security Act is amended by
adding at the end thereof (after and below
subparagraph (C)) the following:
"Review under this paragraph shall include
review of items and services under parts A
and B provided by health maintenance or-
gantzations and competitive medical plans
pursuant to contracts under section 187&".

Ib) En-scr7ve DAT.-The amendment
made by this section shall apply to contracts
entered- into or renewed under section 1153
of the Social Security Act on or after the
date of the enactment of this Act
SEC 7.A SUBST7'IfE RsE7EW PENDING TERMINA-

TION OF A PEER REVIEW ORGANIZA-
TnON CONTRA CT.

(a) SvssTrrurr Revrrw.-Section 1153(d) of
the Social Security Act is amended by
adding at the end thereof the following new
paragraph.

"(4) During the period after the Secretary
has given notice of intent to terminate a
contract, and prior to the time that the Sec-
retary enters into a contract with another
utilization and quality control peer review
organization, the Secretary may transfer
review responsibilities of the organization
under the contract being terminated to an-
other utilization and quality control peer
review organization or to an intermediary
or carrier having an agreement under sec-
tion 1816 or a contract under section 1842 "':

(b) ErscrrvE DATz.-The amendment
made by this section shall become effective
on the date of the enactment of this Act
SEC 741. DENIAL OF PAYMENT FOR SUBSTANDARD

CA R.
(a) DENLAL AuroETorrY FOR PRO.-Section

1154(a)(2) of the Social Security Act is
amended-

(1) by striking out "subparagraphs (A) and
(C)" and inserting in lieu thereof "subpara-
graphs (A) IB), and (C)'" and

(2) by adding at the end thereof (after and
below subparagraph (D)) the following:
"Determnnations that payment should not
be made by reason of subparagraph (B) of
paragraph (1) shall be made only on the
basis of criteria developed by the organiza-
tion pursuant to a plan approved by the Sec-
retary. ':

(b) Ermc77vE DATs--The amendments
made by this section shall become effective
on the date of the enactment of this Act.

Subtitle B-Medicaid and Maternal and Child
Health

PART I-MEDICtAID
SEC 74f SERVICES FOR PREGNANT WOMEN.

(a) SERv7crs--Section 1902(aH)10) of the
Social Security Act is amended, in the
matter following subparagraph ID)-

(1) by striking out "and" before "(IV)" and
inserting in lieu thereof a comma, and

(2) by inserting before the semicolon at the
6nd thereof the following ':" and (V) the
making available to pregnant women of any
Pregnancy-related services (including prena-
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tal, delivery, or post partum services) shall
not require the m.aking available of such
services, or of services of the same amount,
duration, and scope, to any other individ-
uals, provided such services are made avail-
able (in the same amount, duration, and
scope) to all pregnant women covered under
the State plan".

(b) EXTENSION OF ELroiBIuITY.-Section
1902(e) of such Act is amended by adding at
the end thereof the following new paragraph.

"t5) At the option of the State, the State
may provide that the eligibility of pregnant
women for medical assistance under the
State plan shall be extended for a period of
60 days after the end of such pregnancy if
such eligibility would otherwise have ceased
during such period, provided that such eligi-
bility is extended for all pregnant women
covered under the State plan. The State may
provide that such extended eligibilitty be lim-
ited to services related to post partum
care. ".

(c) EFFECTIVE DATs.-The amendments
made by this section shall apply to services
furnished on or after the first day of the first
calendar quarter beginning after the date of
the enactment of this Act.
SEC 74. TECHNOLOGY-EPENDENT CHILDREN.

(a) APPonTrsNmr OF TAsK FORCS.-The Sec-
retary of Health and Human Services,
within six months after the date of the en-
actment of this Act, shall establish a task
force concerning alternatives to institution-
al care for technology-dependent children
(as defined in subsection (e)).

(b) MEMBERSfHIP.--Th task force shall in-
clude representatives of Federal and State
agencies with responsibilities relating to
child health, health insurers large employ-
ers (including those that self-insure for
health care costs), providers of health care
to technology-dependent children, and par-
ents of technology-dependent children.

(c) Ftvt70roes OF TASx FoRc.-The task
force shall-

(1) identify barriers that prevent the pro-
vision of appropriate care in a home or
community setting to meet the special needs
of technology-dependent children, and

(2) recommend changes in the provision
and financing of health care in private and
public health care programs (including ap-
propriate joint Public-private initiatives) so
as to provide home and community-based
alternatives to the institutionalizattion of
technology-dependent children.

(d) REPORT.-The task force shall make a
final report to the Secretary and to the Con-
gress on its activities not later than two
years after the date of the enactment of this
Act.

(e) DsmFNrt7ON.-In this section, the term
"technology-dependent child" means a child
who has a chronic illness which makes the
child dependent upon the continuing use of
medical care technology (such as a ventla-
tor).
SEC 744. OPTIONAL HOSPICE CARE.

(a) HosPIrc C4ARe-Section 1905(a) of the
Social Security Act is amended-

(1) by striking out "and" at the end of
paragraph (17);

(2) by redesignating paragraph (18) as
paragraph (19); and

(3) by inserting after paragraph (17) the
following new paragraph.

"tt8) hospice care (as defined in section
186 (dd)t1)) provided by a hospice program
(as defined in section 1861(dd)(2)); and':

(b) EFFECTvs DATE.-The amendments
made by this section shall be effective with
respect to services furnished on or after the
date of the enactment of this Act.
.EC 745. EXTENSION OF TEXAS LONG-TERM CARE

WAIVER.
The Secretary of Health and Human Serv-

ices shall continue the waiver in effect
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under section 1115 of the Social Security Act
for the demonstration project operated by
the State of Texas which provides communi-
ty care alternatives for certain institution-
alized individuals under the State's plan ap-
proved under title XIX of such Act (project
11,P-97473/6-06). Such waiver shall be con-
tinued until January 1, 1989.
SEC r4& THIRD-PARTY LABILIY.

(a) AMENDfENT S TO STATE PLAN REQUIRE-
MEYNIr.-(l) Section 1902(a)(25) of the Social
Security Act is amended to read as follows:

"(25) provide-
"(A) that the State or local agency admin-

istering such plan will take all reasonable
measures to ascertain the legal liability of
third parties (including health insurers) to
pay for care and services available under
the plan incl h--

"(i) the collection of sufficient tnforma-
tion (as specifted by the Secretary in regula-
tions) to enable the State to pursue claims
against such third parties, with such infor-
mation being collected at the time of any de-
termination or redetermination of eligibil-
ity for medical assisttnq and

"(ii) the submission It the Secretary of a
plan (subject to approval by the Secretary)
for pursuing claims against such third par-
ties, which plan shall-

"(I) be integrated with, and be monitored
as a part of the Secretary's review of, the
State's mechanized claims processing and
information retrieval system under section
1903(r), and

"(11) be subJee'p the provisions of section
1903(r)(4) relating to reductions in Federal
payments for failure to meet conditions of
approval, but shall not be subject to any
other financial penalty as a result of any
other monitoring, quality control, or audit-
ing requirement;

"(B) that where the State or local agency
knows that a third party has such a legal li-
ability such agency w4l tzeat such legal li-
ability as a resource ajhie individual on
ichose behalf the care anf services are made
available for purposes of paragraph (1 7)B);

"(C) that in any case where such a legal li-
ability is found to exist after medical assist-
ance has been made available on behalf of
the individual and where the amount of re-
tmbursement the State can reasonably
expect to recover exceeds the costs of such re-
covery, the State or local agency will seek re-
imbursement for such assistance to the
extent of such legal liability;

"(D) that in the case of an individual who
is entitled to medical assistance under a
State plan with respect to a service for
which a third party is liable for payment,
the person furnishing the service may not
seek to collect from the individual (or any
financially responsible relattive or represent-
ative of that individual) payment of an
amount for that service P 4if the total of the
amount of the liabilities of third parties for
that service is at least equal to the amount
payable for that service under the plan (dis-
regarding section 1916), or (ii) in an
amount which exceeds the leser of (I) the
amount which may be collected under sec-
tion 1918, or (Idl the amount by which the
amount payable for that service under the
plan (diregardtng section 19168) exceeds the
total of the amount of the liabilities of third
parties for that service, and

"(E) that a Person who furnishes services
and is participating under the plan may not
refuse to furnish services to an individual
(who is entitled to have payment made
under the plan for the services the person
furnishes) because of a third party's poten-
tial liability for payment for the service;".

(2) Section 1902 of such Act i&amended by
inserting after subsectfi.t) the following
new subsection
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"(g) In addition to any other sanction

available to a State, a State may provide for
a reduction of any payment amount other-
wise due with respect to a person who fur-
nishes services under the Plan in an amount
equal to up to three times the amount of any
payment sought to be collected by that
person in violation of subsection
(a)(25)D). ".

(b) PERFORMANCE STANDARDS AND REVIEW
FOR MECHANIZED CLAIMS PROCESSING AND IN-
FORMAT7ON RETRIEVAL SYTss,--(1) Section
1903(r)(6)(J) of such Act is amended by read
as follows'

"(J) develop and disseminate performance
standards for assessing the State's third
party collection efforts in accordance with
section 1902(a)(25)(A)ii).

(2) Section 1903(r/t4)(A) of such Act is
amended-

(A) by striking out "once each fiscal year"
and inserting in lieu thereof "once- every
three years'; and

(B) by adding at the end thereof the fol-
lowing: "Reviews may, at the Secretary's
discretion, constitute reviews of the entire
system or of only those standards, systems
requirements, and other conditions which
have demonstrated weakness in previous re-
views. ':

(c) RsOULA77ONS.-The Secretary of Health
and Human Services shall promulgate final
regulations necessary to carry out sections
1902(a(125) and 1903(r)(6)(J) of the Social
Security Act within 6 months after the date
of the enactment of this Act

(d) ERISA AMEwDaMEr.-Sectton 402 of the
Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1102) is amended by
adding at the end thereof the following new
subsection'

"(d) No- employee benefit plan shalt imit
or exclude benefts because a participant is
eligible for or is provided medical assistance
under a State plan under title XIX of the
Social Security Act ".

(e) CoNDImoNs or E. flSNry--(1) Section
1912ta)(1) of the Social Security Act is
amended by striking out "and" at the end of
subparagraph (A), and by adding at the end
thereof the following new subparagraph:

"(C) to cooperate with the State in identi-
fvyng and pursuing any third party who
may be liable to pay for care and services
available under the plan, unless such indi-
vidual has good cause for refusing to cooper-
ate as determined by the State agency in ac-
cordance with standards prescribed by the
Secretary, which standards shall take into
consideration the best interests of the indi-
viduals involved, and':

(2) Section 402(a)(26) of such Act is
amended-

(A) by striking out the comma at the end
of subparagraph (A) and Inserting in lieu
thereof "; and'; and

(B) by adding at the end thereof the fol-
lowing new subparagraph:

"(C) to cooperate with the State in identi-
fling and pursuing any third party who
may be liable to pay for care and services
available under the State's plan for medical
assistance under title XIX, unless such indi-
vidual has good cause for refusing to cooper-
ate as determined by the Stalte agency in ac-
cordance with standards prescribed by the
Secretary, which standards shall take into
consideration the best interests of the indi-
vtduals involved,:"

(3) Section 1631(e)(1)(A) of such Act is
amended by adding at the end thereof the
following: "Such requirements shall include
a requirement that each applicant or recipt-
ent shall cooperate with the Secretary in
identifying and pursuing any third party
who may be liable to pay for care and serv-
ices available under the State plan for medi-
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cal assistance (of the State in which such in-
dividual resides) under title XIX, unless
such individual has good cause for refusing
to cooperate as determined under standards
prescribed by the Secretary, which standards
shall take into consideration the best inter-
ests of the individuals involved The Secre-
tary shall take all reasonable measures to as-
certain any such liability.

(4) Section 1634 of such Act is amended by
inserting after "title XIX" the following.
including the collecting and forwarding of
information with respect to third party li-
ability as required under section
1631(e)fl)"A)..

(f) DISREaJARD FROM ERRONEOus PAY-
sENrS.-Section 1903(u)(1)(D) of such Act is

amended by adding at the end thereof the
following new clause:

"(lv) In determining the amount oferrone-
ous excess payments, there shall not be in-
cluded any error resulting from a failure of
an individual to cooperate or give correct
information with respect to third party li-
ability as required under section
1912(a)(1)(C), 402ta)(26)(C), or
1631 (e)(1)(A)."

(g) EmcTrr vE DAr-(1/ Except as other-
wise provided, the amendments made by
this section shall apply to calendar quarters
beginning on or after October 1, 1985.

(2) In the case of a State plan for medical
assistance under title XIX of the Social Se-
curity Act which the Secretary of Health and
Human Services determines requires State
legislation in order for the plan to meet the
additional requirements imposed by the
amendments made by this section, the State
plan shall not be regarded as failing to
comply with the requirements of such title
solely on the basis of its failure to meet these
additional requirements before the rst day
of the first calendar quarter beginning after
the close of the first regular session of the
State Legislature that begins after the date
of the enactment of this Act.

(3) No penalty may be applied against any
State for a violation of section 1902(a)(25)
of the Social Security Act occurring prior to
the effective date of the amendments made
by this section.

(4) The amendment made by subsections
(c) and (d) shall become effective on the date
of the enactment of this Act.
SEC. 747. OPTIONAL TARGETED CASE MANAGE-

MENT SER VICES
(a) ExsEMProN FROY CERTAIN REQUIRE-

MENTs.-Section 1915 of the Social Security
Act is amended by adding at the end thereof
the following new subsection:

"(g)(1) A State may provide case manage-
ment services under the plan without regard
to the requirements of section 1902(a)(1)
and section 1902(a)(10).

"(2) For purposes of this subsection, the
term 'case management services' means
services which will assist individuals eligi-
ble under the plan in gaining access to
needed medical, social, educational, and
other services."

(b) Errcm7vx DATr-The amendment
made by this section shall apply to services
furnished on or after October 1, 1985.
SEc. 74& REVALUATnON OF ASSETS UNDER MEDIC-

AID PROGRAM.
(a) RErVALAON OF AssFrs.-Section

1902(a)(13) of the Social Security Act is
amended-

(1) in subparagraph (B), by striking out
'hospitals, skilled nursing facilities, and in-
termedtate care facilities" and inserting in
lieu thereof 'hospitatls'

(2) by striking out "and" at the end of sub-
paragraph (B);

(3) by redesignating subparagraph (C) as
subparagraph (D); and

(4) by inserting after subparagraph (B) the
following new subparagraph.

"(C) that the State shall provide assur-
ances satisfactory to the Secretary that the
valuation of capital assets, for purposes of
determining payment rates for skilled nurs-
ing facilities and intermediate care facili-
ties, will not be increased (as measured from
the date of acquisition by the seller to the
date of the change of ownership), solely as a
result of a change of ownership, by more
than the lesser of-

"(i) one-half of the percentage increase (as
measured over the same period of time, or, if
necessary, as extrapolated retrospectively by
the Secretary) in the Dodge Construction
Systems Costs for Nursing Homes, applied
in the aggregate with respect to those facili-
ties which have undergone a change of own-
ership during the fiscal year, or

"(fi) one-half of the percentage increase
(as measured over the same period of time)
in the Consumer Price Index for All Urban
Consumers (United States city average),".

(b) Emcrrvz DATEs.-(1) Except as prorid-
ed in paragraphs (2) and (3), the amend-
ments made by this section shall apply to
medical assistance furnished on or after Oc-
tober 1, 1985, but only with respect to
changes of ownership occurring on or after
such date

(2) The amendments made by this section
shall not apply with respect to a change of
ownership pursuant to an enforceable agree-
ment entered into prior to October 1, 1985.

(3) In the case of a State plan for medical
assistance under title XIX of the Social Se-
curity Act which the Secretary of Health and
Human Services determines requires State
legislation in order for the plan to meet the
requirements imposed by the amendments
made by this section, the State plan shall
not be regarded as failing to comply with
the requirements of such title solely on the
basis of its failure to meet the requirements
imposed by the amendments made by this
section before theafrst day of the first calen-
dar quarter begining after the close of the
first regular ess:on of the State legislature
that begins a1r the date of the enactment
of this Act.

(c) GAO Sruoy.-The Comptroller General
shall conduct a study of the effects of the
amendments made by this section, and shall
report the results of such study to the Con-
gress two years after the date of the enact-
ment of this Act.
SEC 7419 BEGINNING DATE OF OPTIONAL COVERAGE

FOR INDIVIDUALS IN MEDICAL INSTITU.
TIOAS

la) CovsRAOL-Section 1902(a)(10)
(A)ii)(V) of the Social Security Act is
amended by inserting 'for a period of not
less than 30 Oonsecutive days (with eligibil-
ity by reason of this subclause beginning on
the first day of such period)" after "are in a
medical institution'"

(b) Ermcmsv DATE.-The amendment
made by this section shall apply with respect
to payment for services furnished on or after
October 1, 1985.
SEC 751 OPTIONAL COVERAGE OF CHILDREN.

(a) STATE OPTroN.-Section 1905(n)(2) of
the Social Security Act is amended by insert-
ing "(or such earlier date as the State may
designate)" after "September 30, 1983'"

(b) EFFEC'vr DArs--The amendment
made by subsection (a) shall apply to serv-
ices furnished on or after January 1, 1986.
SEC 761. OVERPA YMENT RECOVERY RULES.

(a) OVERPAYrMNT REcovrRY.-Section
1903(d)(2) of the Social Security Act is
amended-

(1) by inserting "(A)" after "(2)',
(2) by designating the second sentence as

subparagraph (B), property indented and
aligned below subparagraph tA); and .

(3) by adding at the end thereof the follow-
ing new subparagraphs:

"/C) For purposes of this subsection, when
an overpayment is discovered, which was
made by a State to a person or other entity,
the State shall have a period of 60 days in
which to recover or attempt to recover such
overpayment before adjustment is made in
the Federal payment to such State on ac-
count of such overpayment. Except as other-
wise provided in subparagraph (D), the ad-
justment in the Federal payment shall be
made at the end of the 60 days, whether or
not recovery was made.

"(D) In any case where the State is unable
to recover a debt which repres,ents an over-
payment (or any portion thereof) made to a
person or other entity on account of such
debt having been discharged in bankruptcy
or otherwise being uncollectable, no adjust-
ment shall be made in the Federal payment
to such State on account of such overpay-
ment (or portion thereof). ".

(b) EEc77vrE DATE.- The amendments
made by this section shall apply to overpay-
ments identified for quarters beginning on
or after October 1, 1985.
SEC. 752. WAIVER EXTENSIOhS FOR HOME AND COM-

MUNITY-BASED SERVICES.

The Secretary of Health and Human Serv-
ices shall extend, upon request of the State,
any waiver under section 1915(c) of the
Social Security Act which expires on or after
September 30, 1985, and before October 1,
1986. Such extension shall be for a period of
not less than one year nor more than five
yearm
SEC 7g. WAIVER RENEWALS FOR HOME AND COM-

MUNITY-BASED SERVICES.
(a) RENEWAL TswRM&-Section 1915(c)(3) of

the Social Security Act is amended-
(1) by striking out "additional three-year

periods" and inserting in lieu thereof "addi-
tional five-year periods ' and

(2) by striking out "previous three-year
period" and inserting in lieu thereof "previ-
ous waiver period".

(b) EFFEcrTV DATE.-The amendments
made by this section shall become effective
on September 30, 1986.
SEC. 764. COORDINATED SERVICES BETWEEN MCH

PROGRAM AND HOME AND COMMUNI-
TY-BASED SERVICE PROGRAMS.

(a) IN GL RAS.-Section 1915(c) of the
Social Security Act is amended by adding at
the end thereof the following new. paragraph:

"(5) The State agency administering the
plan under this title shall, whenever appro-
priate, enter into cooperative arrangements
with the State agency responsible for admin-
istering the program for children with spe-
cial health care needs under title V. Such ar-
rangements shall provide that-

"(A) individuals under 18 years of age eli-
gible for home or community-based care
under a waiver granted in accordance with
this subsection shall be referred to such
State title V agency; and

"(B) the State title V agency shall assure-
"(i) the establishment of an individual

service plan for the child;
"(ii) the designation of a case manager to

assist the family in carrying out the plan,
and

"(iii) the monitoring of the utilization,
quality, and costs of services provided for
appropriateness and reasonablenes "

(b) Errrcnvr DATr-The amendment
made by this section shall become effective
on the date of the enactment of this Act
SEC 765 EXPANSION OF SERVICES UNDER

WAIVER A UTHORIT.
(a) INCREASE IN NUrBER orF SERvcz.-Sec-

ttion 1915(b) of the Social Security Act is
amended-

(1) by inserting "(1)" after "(b)';
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(2) by redestgnating paragraphs (1)

through (4) as subparagraphs (A) through
(D); and

(3) by adding at the end thereof the follow-
ing new paragraph.

"(2) The Secretary may waive the require-
ments of section 1903(m)(2)(A) with respect
to an entity providing services under the
State's waiver under this subsection if such
entity does not-provide more than 5 of the
services listed in section 1903(m)(2)(A), and
does not provide inpatient hospital serv-
ices. "

(b) Enmscrivs DArs.-The amendments
made by this section shall become effective
on the date of the enactment of this Act.
SEC 75T LIFE SAFETY CODE RECOGNITImON.

For purposes of sections 1861(j)(13) and
1905(c) of the Social Security Act the Secre-
tary of Health and Human Services shall
specify the 1985 edition of the Life Safety
Code of the National Fire Protection Asso-
ciation until such time as a new edition is
published.
SEC 757. REGULATIJONS FOR INTERMEDIATS CARE

FACILm7ES FOR THE MENTALLY RE-
TARDED.

The Secretary of Health and Human Serv-
ices shall promulgate proposed regulations
revising standards for intermediate care fa-
cilittes for the mentally retarded under title
XIX of the Social Security Act within 60
days after the date of the enactment of this
Act.
SEC 756& MODIFYING APPLICATION OP MEDICAID

HMO PROVISIONS FOR CERTAIN
HEALTH CENTER&

(a) WAIVINO APPLICATION o0 75 PErcsjNr
RULE AND CERTAIN ORANIZAT77NAL RsEQuR.-
msrNTs-Section 1903(m)(2) of the Social Se-
curity Act is amended-

(1) in subparagraph (A), by striking out
"(B) and (C)" and inserting in lieu thereof
"(B), (C), and (G)'"

(2) in subparagraph (F)-
(A) by striking out "(F)(i) In the case of a

contract with a health maintenance organit-
zation described in clause (ii)" and insert-
ing in lieu thereof "(F) in the case of a con-
tract with an entity described in subpara-
graph (0) or with a qualifed health mainte-
nance organization (as defined in section
1310(d) of the Public Health Service Act)
which meets the requirement of subpara-
graph (A)(ii)"t'

(B) by striking out "such organization"
and inserting in lieu thereof "such entity or
organtzation"; and

(C) by striking out clause (ii); and
(3) by adding at the end thereof the follow-

ing new subparagraph.
"(G) In the case of an entity which is re-

ceiving (and has received during the prevt-
ous two years) a grant of at least $100,000
under section 329(d)(1)(A) or 330(d)(1) of
the Public Health Service Act or is receiving
(and has received during the previous two
years) at least $100.000 (by grant, subgrant
or subcontract) under the Appalachian Re-
gional Development Act of 1965, clauses (it)
and (ii) of subparagraph (A) shall not
apply. "

(b) PER$rrrTwNO 6-MoNTH CONT7NUATION OF
BsENErs.-Section 1902(e)(2) of such Act is
amended-

(1) in subparagraph (A)-
(A) by inserting "or with an entity de-

scribed in section 1903(m)(2)(G)" after
"Public Health Service Act)"; and

(B) by inserting "or entity" before the
period; and

(2) in subparagraph (B)-
(A) by striking out "a health maintenance

organization" and inserting in lieu thereof
"an organization or entity'", and

(B) by inserting "or entity" after "the or-
gantzation "

CONGRESSIONAL RECORD - SENATE
SEC. 756 ANNUAL CALCULATION OF FEDERAL MEDI-

CAL ASSISTANCE PERCENTA G6
(a) ANNUAL CALCUL4TION.-Section

1101(a)(8J(B) of the Social Security Act is
amended-

(1) by striking out "evennumbered'; and
(2) by striking out "eight quarters" and in-

serting in lieu thereof '"four quarters".
(b) Emvrrc7v DATE.-The amendments

made by this section shall apply to the Fed-
eral percentage for fiscal years 1988 and
thereafter.
SEC 759A. USE OF SAMPLING FOR REVIEW OF

MrNTAL HOSPIrAIA SKILLED NURSING
FACLT'llES AND INTERMEDIATE CAnRe
FA CILT.S

(a) Us or SAMPLINo.--(1J Section
1902(a)(26)(B) of the Social Security Act is
amended by inserting "(or, as permitted by
the Secretary, each person in a sample group
of individuals receiving medical assist-
ance)" after "each person receiving medical
assistance':

(2) Section 1902(a)(31)(B) of such Act is
amended by insertingf'i, as permitted by
the Secretary, each persf in a sample group
of individuals receiving medical assist-
ance)" after "each person receiving medical
assistance"

(3) Section 1903(g)(1) of such Act is
amended by inserting "(or, as permitted by
the Secretary, each case in a sample group)"
after "each case"

(b) Errsctvs DArT--The amendment
made by this sectn shall apply to surveys
in progress or begttn after the date of the en-
actment of this Act.
SEC 75As9 WISCONSIN HEALH MAINTENANCE ORGA-

NLZAT ON WAIVEIR
The waiver granted to the State of Wiscon-

sin pursuant to section 1915(b) of the Social
Security Act relating to the requirements of
section 1903(m) of such Act in conjunction
with a waitver of the requirements of section
1902(a)(23) of such Athall, upon request
by the State be reinst tbY, and shall be re-
newable for terns of 2 years, subect to the
showings required generally under section
1915(b) of such Act.
SEC 756C CLARIFICATION OF MEDICAID MORA TORI-

UM PRO YVPONS OF DEFICITr REDUC
TION ACT OF 114

(a) CLARrriAT7oN.-Section 2373(c) of the
Deficit Reduction Act of 1984 is amended-

(1l) in Paragraph (1)-
(A) by tnsert" "(whether or not ap-

proved)" after "su&State's plan",
(B) by inserting "(including any part of

the plan operating pursuant to section
1902(f) of that Act), orithe operation there-
under," after "Social Security Act", and

(C) by inserting "(or its operation's)" after
"such plan's"; and

(2) by adding at the end threof the follow-
ing new paragraph:

"(5) In this subsection, a State plan is con-
sidered to include any amendment or other
change in the plan awhich is submitted by a
State, or for which the Secretary otherwise
has notice, whether before or after the date
of enactment of the Deficit Reduction Act of
1984 and whether or not the amendment or
change was approved, disapproved, acted
upon, or not acted upon by the Secretary."

tb) SALz or HoMs-Section 2373(c) of the
Deficit Reduction Act of 1984 is further
amended by adding at the end thereof the
following new paragraph.

"(6) During the moratorium period, the
Secretary shall implement (and shall not
change by any administrative action) the
policy in effect at the beginning of such
moratorium period with respect to-

"(A) the point in time at which an institu-
tionalized individual must sell his home (in
order that it not be counted as a resource);
and

"(B) the time period allowed for sale of a
home of any such individual
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who is an applicant for or recipient of medi-
cal assistance under the State plan as a
medically needy individual (described in
section 1902(a)(10)(C) of the Social Security
Act) or as an optional categorically needy
individual (described in section
1902(a)(10)(A)(ii) of such Act).';

(c) EFFEc77vE DArss.-The amendments
made by this section shall apply as though
they were included in the Deficit Reduction
Act of 1984 as originally enacted.
SEC 75SD. HOME AND COMMUNITY.-BASED SERVICES

DEMONSTRA TIONS

(a) DEMoNsTRAT7oN PROJECrS.--The Secre-
tary of Health and Human Services shall
allow four States (to be selected by the Secre-
tary) to conduct demonstration projects to
determine whether, and to what extent,
State controlled home and community-based
service programs for elderly, disabled, and
developmentally disabled individuals, who
are eligible under the State's plan approved
under title XIX of the Social Security Act,
can reduce expenditures for the society as a
whole, for the Federal Government, and for
the Statea

(b) DURATION.-Each demonsttation
project shall be for a period of three years

(c) MEDICaID ExPErNDsmI Lrv=Ls-Ex-
penditures under the demonstration projects
shall exceed the amounts which would other-
wise be expended under the States' plans
under title XIX of the Social Security Act
for services provided to the same individ-
uals by not less than $85,000,000 nor more
than $88,000,000 for all four projects over
the 3-year period of the projects. Such addi-
tional amounts may be used to provide ad-
ditional services such as habilitative serv-
ices not otherwise covered under the State
plan, or care provided in small facilities not
otherwise eligible for payments under such
plan, but all standards for quality of care
otherwise applicable under the State plan
shall apply.

(d) STAEss SELzcD--n-In selecting the four
States to carry out the demonstration
projects, the Secretary shall select program-
matically and demographically disparate
States

(e) EVALUATIO.--The Secretary shall evalu-
ate the demonstration projects and submit a
preliminary report during the third year of
the projects. Such evaluation shall be funded
at a level of not less than $1,500,000 nor
more than $2,000,000.
SEC 750E, PARTICIPANTS UNDER HOME AND COMMU.

NTrY BASED SERVICES WAIVERS

(a) REPLACEMENT or PARrcLPANs.- -Section
1915(c) of the Social Security Act (as amend-
ed by section 754 of this Act) is further
amended by adding at the end thereof the
following new paragraph:

"(6) In the case of any waiver under this
subsection which contains a limit on the
number of individuals who shall receive
home or community-based services, the State
may substitute additional individuals to re-
ceive such services to replace any individ-
uals who die or become ineligible for serv-
ices under the State plan. "

(b) ErFECT7VE DATE--The amendments
made by this section shall become effective
on the date of the enactment of this Act.
SEC 750F. NEW JERSEY DEMONSTRATION PROJECT

RELATING 70 7TRAINING OF AFDC RE-
CIPIENTS AS HOME HEALTH AIDES

The Secretary of Health and Human Serv-
ices shall continue for one additional year
the demonstration project conducted by the
State of New Jersey pursuant to section 966
of the Omnibus Reconciliation Act of 1980.
Federal matching for such demonstration
project shall be 50 percent.
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SEC. 9 CORRECTION PLANS' FOR ITERMEDIATE

CARE FACILITIFS FOR THE .METALLY
RETARDED.

(a) CORRECT70N PLANS.-Section 1910(c) of
the Social Security Act is amended by
adding at the end thereof the following new
paragra ph

"t3)(A) If the Secretary finds that an inter-
mediate care facility for the mentally retard-
ed has substantial deficiencies which do not
pose an immediate threat to the health and
safety of residents, the State may elect to
submit a written plan of correction which
details the extent of the facility's current
compliance with the standards promulgated
by the Secretary, including all deficiencies
identified during a validation survey. The
plan must provide for-

"t() a timetable for completion of neces-
sary steps to correct all staffing deficiencies
within 6 months, and a timetable for rectify-
ing all physical plant deficiencies within 6
months; or

"(iit a timetable twhich includes the infor-
mation required by subparagraph tB)) for
permanently reducing the number of certi-
fled beds, within a maximum of 36 months,
in order to permit any noncomplying build-
ings (or distinct parts thereof) to be vacated
and any staffing deficiencies to be corrected

"(B) A timetable under subparagraph
(A)(ii) must-

"(i) identify the number and service needs
of existing facility residents to be placed in
home or community alternatives and the se-
quencing of such placements, in 6 month in-
tervals, within the 36-month period'

"tii) describe the methods to be used to
select such residents for placement and de-
velop the home and community-based re-
sources to meet their needs effectively; and

"(lii) describe the necessary safeguards
that will be taken to protect the health and
welfare of former residents that are placed
in home or community-based alternatives,
including adequate standards for consumer
and provider participation and assurances
that applicable State licersure and certifica-
tion requirements will be met in such home
or community facilities and programs.

"tC) If the Secretary at the conclusion of
the initial 6 month period or any subse-
quent 6 month period in the case of a plan
described in subparagraph (A)til), finds that
a State has substantially failed to meet its
obligations under clause ti) or (ii) of sub-
paragraph (A)-

"(i) the Secretary may terminate the faciti-
ty's provider agreement in accordance with
the provisions of paragraph (1tl); or

"(ii) if the State elected to reduce the
number of facility residents in accordance
with subparagraph (A)tiO and the Secretary
subsequently finds that, despite good faith
efforts to execute its reduction plan, the
State has failed to meet its interim reduc-
tion goals, the Secretary may disallow, for
purposes of Federal financial participation
an amount equal to 5 percent of the cost of
care for all eligible individuals in the insti-
tution for each month for which the State
fails to meet its interim reduction or other
plant and staffing goals.':

tb) ErFFECTIrv DAmT--The amendment
made by this section shall become effective
on the date of the enactment of this Act

PART 2--MATERNAL AND CHILD HEALTH
SEC. 750H. ELMINA7ION OF TWO-YEAR LIMIT FOR

OBLIGA TInoN OF FUINDS INDER MA TER-
NAL AND CHILD HEALTII BLOCK
GRANT.

(a) ELIMINATION OF LIrrr.--Section 503(b)
of the Social Security Act is amended by
striking out "during the next fiscal year"
and all that followts, and inserting in lieu
thereof "during any subsequent fiscal year. ".':

(b) EFFECTIvE DATE.--The amendment

made by this section shall become effective
on the date of the enactment of this Act
SEC. 7591. CHILDREN fITH SP6ECIL HEALTH CARE

NEEDS,

ta) Section 501(a)(4) of the Social Security
Act is amended by striking out "children
who are crippled or who are suffering from
conditions leading to crippling" and insert-
ing in lieu thereof "children who are 'chil-
dren with special health care needs' or who
are suffering from conditions leading to
such status':

lb) Section 501(a) of such Act is amended
by striking out "crippled children" in the
matter following paragraph (4) and insert-
ing in lieu thereof "children with special
health care needs':

(c) Section 501(b)tl)tA) of such Act is
amended by striking out "crippled children's
services" and inserting in lieu thereof "serv-
ices for children with special health care
needs

Id) Section 502(a)t2)(B) of such Act is
amended-

(1) by striking out "crippled children's
programs" and inserting in lieu thereof
"programs for children with special health
care needs'" and

(2) by striking out "crippled children's
services" and inserting in lieu thereof "serv-
ices for children with special health care
needs".

te) Sections 504(b)(1) and 509(b) of such
Act are each amended by striking out "crip-
pled children" and inserting in lieu thereof
"children with special health care needs".

Subtitle C-OASDI
SEC 7tJ. DEMONSTRAT7ON PROJECTS INVOLVING

THE DVL4BILIT' ITNSURANCE PROGRAM.
(a) ExTENsION Or WAIVER Av uORI'Y.-Sec-

tion 505ta)(3) of the Social Security Disabil-
ity Amendments of 1980 is amended by in-
serting "which is initiated before June 10,
1990" after "deonstration project under
paragraph (1)".

(b) I'TERIM ORrss.--Sectlon 505(a)(4) of
such Amendments is amended to read as fol-
lows:

"(4) On or before June 9 in each of the
years 1986, 1987, 1988, and 1989, the Secre-
tary shall submit to the Congress an interim
report on the progress of the experiments
and demonstration projects carried out
under this subsection together with any re-
lated data and materials which the Secre-
tary may consider appropriate "

(c) FINAL RPORT.--Section 505(c) of such
Amendments is amended by striking out
"under this section no later than five years
after the date of the enactment of this Act"
and inserting in lieu thereof "under subsec-
ttion (a) no later than June 9, 1990".

(d) INCORPORATION OF CERTAIN REPORTS
INTo SECRrTARY'S AHNUAL REPORT TO CON-
oREss.-Section 1110(b) of the Social Securi-
ty Act is amended by adding at the end
thereof the following new paragraph'

"(3) All reports of the Secretary with re-
spect to projects carried out under this sub-
section shall be incorporated into the Secre-
tary's annual report to the Congress re-
quired by section 704.".
SEC 761. DISABILTY AD VISORY COUNCIL

(a) APPOINrINT or CoUNCL-,- Within
ninety days after the date of the enactment
of this Act. the Secretary of Health and
Human Services shall appoint a special Dis-
ability Advisory CounciL

lb) MEmBEBRSHIP OF COUNCIL-The Disabil-
ity Advisory Council shall consist of a
Chairman and not more than twelve other
persons, appointed by the Secretary without
regard to the provisions of title 5, United
States Code, governing appointments in the
competitive service. The appointed members
shall to the extent possible represent orya-
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nizations of employers and employees in
equal numbers, medical and vocational ex-
perts from the public or private sector for
from both such sectors), organizations repre-
senting disabled people, and the public. The
Council shall meet as often as may be neces-
sary for the performance of its duties under
this section, but not less often than quarter.
ly.

(c) DLrI7Es oF COUNciL.-tl) The Advisory
Council shall conduct studies and make rec-
ommendations with respect to the medical
and vocational aspects of disability under
both title II and title XVI of the Social Secu-
rity Act. including studies and recommenda-
tions relating to-

(A) the effectiveness of vocational rehabili-
tation programs for recipients of disability
insurance benefits or supplemental security
income benefits;

(B) the question of using specialists for
completing medical and vocational evalua-
tions at the State agency level in the disabil-
ity determination process, including the
question of requiring, in cases involving im-
pairments other than mental impairments,
that the medical portion of each case review
(as well as any applicable assessment of re-
sidual functional capacity) be completed by
an appropriate medical specialist employed
by the appropriate State agency before any
determination can be made with respect to
the impairment involved,

(C) alternative approaches to work eval-
uation in the'case of applicants for benefits
based on disability and recipients of such
benefits undergoing reviews of their cases;
including immediate referral of any such
applicant or recipient to a vocational reha-
bilitation agency for services at the same
time he or she is referred to the appropriate
State agency for a disability determination,

(D) the feasibility and appropriateness of
prorviding work evaluation stipends for ap-
plicants for and recipients of benefits based
on disability in cases where extended work
evaluation is needed prior to the final deter-
mination of thetr eligibility for such bene-
fits or for further rehabilitation and related
services;

(E) the standards, policies, and procedures
which are applied or used by the Secretary
of Health and Human Services with respect
to work evaluations in order to determine
whether such standards, policies, and proce-
dures wiiU provide appropriate screening
criteria for work evaluation referrals in the
case of applicants for and recipients of bene-
fits based on disability; and

(F) possible criteria for assessing the prob-
ability that an applicant for or recipient of
benefits based on disability will benefitfrom
rehabilitation services, taking into consider-
ation not only whether the individual in-
volved will be able after rehabilitation to
engage in substantial gainful activity but
also whethther rehabilitation services can rea-
sonably be expected to improve the indivtd-
ual's functioning so that he or she will be
able to live independently or work in a shel-
tered environment

(2) For purposes of this subsection "work
evaluation" includes (with respect to any
individual) a determination of-

tA) such individual's skills,
(B) the work activities or types of work ac-

tivity for which such individual's skills are
insufficient or inadequate,

(C) the work activities or types of work ac-
tivity for which such individual might po-
tentially be trained or rehabilitated,

(D) the length of time for which such indi-
vidual is capable of sustaining work (in-
cluding, in the case of the mentally im-
paired, the ability to cope with the stress of
competitive work). and
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(E) any modifications which may be nec-

essary, in work activities for which such in-
dividual might be trained or rehabilitated,
in order to enable him or her to perform
such activities.

(d) PROVISION OF ASSISTANCE TO COUNCIn,
COMPENSAT7ON OF MEMBERS.--(1) The Disabil-
ity Advisory Council is authorized to engage
such technical assistance, including actuar-
ial services, as may be required to carry out
its functions, and the Secretary of Health
and Human Services shall, in addition,
make available to the Council such secretar-
ial, clerical, and other assistance and such
actuarial and other pertinent data prepared
by the Department of Health and Human
Scrvices as the Council may require to carry
out such functions.

(2) Appointed members of the Council,
while serving on business of the Council tin-
clusive of traveltime), shall receive compen-
sation at rates fixed by the Secretary, but
not exceeding $100 per day, and, while so
serving away from their homes or regular
places of business, they may be allowed
travel expenses, including per diem in lieu
of subsistence, as authorized by section 5703
of title 5, United States Code, for persons in
the Government employed intermittently.

(el REPORTS.-The Disability Advisory
Council shall submit a report (including
any interim reports the Council may have
issued) of its findings and recommendations
to the Secretary of Health and Human Serv-
ices not later than December 31, 1986; and
such, report and recommendations shall
thereupon be transmitted to the Congress
and to the Board of Trustees of the Federal
Disability Insurance Trust Fund.

If) TER A7ToN.--After the date of the
transmittal to the Congress of the report re-
quired by subsection (e), the Disability Advi-
sory Council shall cease to exist

Ig) CoNFORmINO AmiDDmEerTs.-(1) Section

706 of the Social Security Act is amended-
(A) by inserting "except as provided in

subsection te, " immediately before "the Sec-
retary shall appoint" in subsection (a); and

(B) by adding at the end thereof the fol-
lowing new subsection.

"(e) No Advisory Council on Social Securi-
ty shall be appointed under subsection (a) in
1985 (or in any subsequent year prior to
1989). ':

(2) Section 12 of the Social Security Dis-
ability Benefits Reform Act of 1984 is re-
pealed.
SEC. 7I. TAXATION OF SOCIAL SECtURITY BENEFITS

RECEIVED BY CERTAIN CrrlZKNS OF
PO.SESIONS OF T71E UNITED STA TES

(a) GENERAL RuLF.-Section 932 of the In-
ternal Revenue Code of 1954 (relating to
citizens of possessions of the United States)
is amended by redesignating subsection (c)
as subsection (d) and by inserting after sub-
section lb) the following new subsection:

"(c) TAXATIoN OF SOCLeI SEcuRsrr BENs-
Prm-If, for purposes of an income tax im-
posed in the possession any social security
benefit las defined in section 86(d)) received
by an individual described in subsection ta)
is treated in a manner equivalent to that
provided by section 86, then-

"(1) such benefit shall be exempt from the
tax imposed by section 871, and

"(2) no amount shall be deducted and
withheld from such benefit under section
1441.
Any income tax imposed in a possession
which treats social security benefits (as de-
fined in section 86(d)) in a manner equiva.
lent to section 86, and which first becomeo
effective within 15 months after the date ao
the enactment of this subsection shall, fo
purposes of this section, be deemed to havt
been in effect as of January 1, 1984.".

(b) CROss REsmE'c'--Paragraph 13) oj
section 871(a) Q' such Code is amended b3
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adding at the end thereof (after and below
subparagraph (B)) the following new sen-
tence:

"For treatment of certain citizens of possesions
of the United States, see section 932(c) "

(c) EFFECTIVE DATE-The amendments
made by this section shall apply to benefits
received after December 31, 1983, in taxable
years ending after such date.
SEC. 76s APPLICA77ON OF DEPENDENCY TEST TO

ADOPTED GREAT-GCRNDCHILDREN
FOR PURPOSES OF CHILD S INSUIRA.VNCE
BENEFmT

(a) TR ErwTMr t GRANDCHILDREN AND
GREAT-GRANDCHILDN ALrsE.-Section
202(d)(8)(D)(ii)(III) of the Social Security
Act is amended by inserting "or great-grand-
child" after "grandchild '

l(b EPmrcrvE DAT--The amendment
made by subsection (a) shall apply with re-
spect to benefits for which application is
filed after the date of the enactment of this
Act.

SEC. 764. swELIMITON OF REQUIREMEN FOR PUB-
UWCATION OF REVISIONS IN PRE-1S79
BENEFIT TABLE.

Section 215ti)(4) of the Social Security Act
is amended by striking out "the Secretary
shall publish" and all that follows in the last
sentence and inserting in lieu thereof the
following: "the Secreary shall revise the
table of benefits contawed in subsection (a),
as in effect in Decmbs2978,. in accordance
with the requirements :agraph IZ)(D) of
this subsection as then fFWeffect, except that
the requirement in such paragraph (2)(D)
that the Secretary publish such revision of
the table of benefts in the Federal Register
shall not apply.
SEC 75. FotWUL4 CLARIFICA 770

Section 78Wtb)(l) of the Social Security Act
is amended to gd as followx'

"(1) the balae in such Trust Fund as of
the beginning of such year, including the
taxes transferred under section 201( a) on the
first day of such year and reduced by the
outstanding amount of any loan (including
interest thereon) theretofore made to such
Trust Fund under section 201(l) or 1817j).
to",
SEC. 7U EXTENSION OF 1.ONNT REEATITLEMEKT

PERIOD To _ ,IDH OOD DISABILITY
BKNEFICIARIm' SUBSEQUENTL Y ENTI-
TLKD.

(a) IN GENSRAL-Section 202(d)t6)(E) of
the Social Security Act is amended by strik-
ing out "the third month following the
month in which he ceases to be under such
disability" and inserting in lieu thereof "the
termination month (as defined in para-
graph (1)(G)(i)A subject to section 223te),

lb) CoNpoRJmGo AmsNDmsNT.-Section
223(e) of such Act is amended by inserting
"(d)(6)(A)ii), td)(6(B), " after
"(d) (1l (B)t i):,".

(c) EFnECTIV DA7- -The amendments
made by this section are effective December
1, 1980, and shall apply with respect to any
individual who is undesa disability (as de-
fined in section 223(d) of the Social Security
Act) on or after that date.
SEC. 7t7. CHARGING OF WORK DEDUCTIONS AGAINST

AUXILIARY BENEFIrS IN DISABILITY
.CAS$

(a) IN GENsR L--- tl) Section 203(a)(4) of
the Social Seefrity Act is amended by strik-
ing out "preceding" in the first sentence.

(2) Section 203(a)(6) of such Act is amend-
ed-

(A) by striking out "and (5)" and inserting
in lieu thereof "(4), and (5) "; and

(B) by striking out ", whether or not" and
r all that follows down through "further re-
e duced" and inserting in lieu thereof "shall

be reduced".
bf t) EcrrFc7v DAT---The amendments

V made by subsection (a) shall apply with re-
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spect to benefits payable for months after
December 1985.
SEC. 7t6 PERFECTIVNt AMENDYENTES T) DISABILITY

OFFSET PRO VISION:

(a) IN GENERA4L-(1) Section 224(a)(2) of
the Social Security Act is amended t9,L4
as follows:

"(2) such individual is entitled for such
month to-

"(A) periodic benefits on account of his or
her total or partial disability (whether or
not permanent) under a workmen's compen-
sation law or plan of the United States or a
State, or

"(B) periodic benefits on account of his or
her total or partial disability (whether or
not permanent) under any other law or plan
of the United States a State, a political sub-
division (as that term is used in section
218(b)(2)), or an instrumentality of two or
more States (as that term is used in section
218(k)), other than (i) benefits payable
under title 38, United States Code, (i) bene-
fits payable under a program of assistance
which is based on need, fiii benefits based
on service all or substantially all of which
was included under an agreement entered
into by a State and the Secretary under sec-
tion 218, and (iv) benefits under a law or
plan of the United States based on service
all or part of which is employment as de-
fined in section 210,"

(2) Section 224ta)(2)(B) of such Act (as
amended by paragraph (1) of this subsec-
tion) is further amended by striking out "all
or part of which" in clause (iv) and insert-
ing in lieu thereof "all or substantially all of
which".

Ib) ErnrrmC- DATFS.-(1) The amendment
made by subsection (a)(1) shall be effective
as though it had been included or reflected
in the amendment made by section
2208(a)(3) of the Omnibus Budget Reconcili-
ation Act of 1981.

(2) The amendment made by subsection
t()(2) shall apply only with respect to
monthly benefits payable on the basis of the
wages and seUlf-employment income of indi-
viduals who become disabled (within the
meaning of section 223(d) of the Social Se-
curity Act) after the month in which this Act
is enacted.
SEC. 7it STA E COVERAGE A GREEMEN7X

(a) MAXIMUM PERIOD OF RETROACTIVE Cov-

ER4O-.-Section 218(f)(1) of the Social Secu-
rity Act is amended by striking out "is
agreed to by the Secretary and the State"
and inserting in lieu thereof is mailed or
delivered by other means to the Secretary":

(b) POsmoNS COEPhIZMAD SOLELY ON FEE
BA5s.-Section 218(u)(3) of such Act is
amended by striking out "is agreed to by the
Secretary and the State" and inserting in
lieu thereof "is mailed or delivered by other
means to the Secretary".

(c) EECr7VE DATr.-The amendments
made by this section shall apply with respect
to agreements and modifications of agree-
ments which are mailed or delivered to the
Secretary of Health and Human Services
(under section 218 of the Social Security
Act) on or after the date of the enactment of
this Act
SEC. 7A. EFFECT OF EARLY DEU VERY OF BENEFIT

CHECKS.

(a) FOR OASDI PvRos--Section 708 of

the Social Security Act is amended by
adding at the end thereof the following new
subsection

"(c For purposes of computing the
'OASDI trust fund ratio' under section
201tD, the 'OASDI fund ratio' under section

21510, and the 'balance ratio' under section
709(b), benefit checks delivered before the
end of the month for which they are issued
by reason of subsection (a) of this section
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shall be deemed to have been delivered on
the regularly designated delivery date.".

(b) FOR INCooME TAX PuRPosEs.-Section
86(d) of the Internal Revenue Code of 1954
(relating to taxation of social security and
tier I railroad retirement benefits) is
amended by adding at the end thereof the
following newr paragraph:

"(5) EFFECT OF EARLY DELIVERY OF RENEFIT
cHEcKs.-For purposes of subsection (a), in
any case where section 708 of the Social Se-
curity Act causes social security benefit
checks to be delivered before the end of the
calendar month for which they are issued,
the benefits involved shall be deemed to have
been received in the succeeding calendar
month. ':"

(c) ErmccrTVE DArs.-The amendments
made by this section shall apply with respect
to benefit checks issued for months enditig
after the date of the enactment of this Act
SEC 7C9B PRESERVATION OF BENEFI T STATIS FOR

DISABLED WIDOWS AND WIDOWERS
WHO LOST SSI BENEFITS BECAUSE OF
IMJ CHANGES IN ACTUARIAL REDUC-
TION FORMULA.

(a) IN GErNERsL--Section 1634 of the Social
Security Act is amended-

(1) by inserting "(a)" after "SEc. 1634.'",
and

(2) by adding at the end the following new
subsection:

"(b)(1) An eligible disabled widow or wid-
ower (described in paragraph (2)) who is en-
titled to a widow's or widower's insurance
benefit based on a disability for any month
under section 202(e) or (f) but is not eligible
for benefits under this title in that month,
and who applies for the protection of this
subsection under paragraph (3), shall be
deemed for purposes of title XIX to be an in-
dividual with respect to whom benefits
under this title are paid in that month if he
or she-

"(A) has been continuously entitled to
such widow's or widower's insurance bene-
fits from the first month for which the in-
crease described in paragraph (2)(C) was re-
flected in such benefits through the month
involved, and

"(B) would be eligible for benefits under
this title in the month involved if the
amount of the increase described in para-
graph (2)(C) in his or her widow's or widow-
er's insurance benefits, and any subsequent
cost-of-living adjustment in such benefits
under section 215(i), were disregarded

"(2) For purposes of paragraph (1), the
term 'eligible. disabled widow or widower'
means an individual who-

"(A) was entitled to a monthly insurance
benefit under title II for December 1983,

"(B) was entitled to a widow's or widow-
er's insurance benefit based on a disability
under section 202(e) or (f) for January 1984
and with respect to whom a benefit under
this title was paid in that month, and

"(C) because of the increase in the amount
of his or her widow's or widower's insurance
benefits which resulted from the amend-
ments made by section 134 of the Social Se-
curity Amendments of 1983 (Public Law 98-
21) (eliminating the additional reduction
factor for disabled widows and widowers
under age 60), was ineligible for benefits
under this title in the first month in which
such increase was paid to him or her (and
in which a retroactive payment of such in-
crease for prior months was not made).

"(3) This subsection shall only apply to an
individual who files a written application
for protection under this subsection, in such
manner and form as the Secretary may pre-
scribe, during the 15-month period begin-
ning with the month in which this subsec-
tion is enacted.

"(4) For purposes of this subsection, the
term 'benefits under this title' includes pav-

ments of the type described in section
1616(a) or of the type described in section
212(a) of Public Law 93-66. "':

(b) IDENTIFICATION OF BENEFICIARIES.--(1) As
soon as possible after the date of the enact-
ment of this Act, the Secretary of Health and
Human Services shall provide each State
with the names of all individuals receiving_
widow's or widower's insurance benefits
under subsection (e) or (f) of section 202 of
the Social Security Act based on a disability
who might qualify for medical assistance
under the plan of that State approved under
title XIX of such Act by reason of the appli-
cation of section 1634(b) of the Social Secu-
rity Act

(2) Each State shall-
(A) using the information so provided and

any other information it may have prompt-
ly notify all individuals who may qualify for
medical assistance under its plan by reason
of such section 1634(b) of their right to make
application for such assistance,

(B) solicit their applications for such as-
sistance, and

(C) make the necessary determination of
such individuals' eligibility for such assist-
ance under such section and under such
title XIX.

(c) EFmrc-nvs DATE-The amendment
made by subsectmn (a)(2) shall not have the
effect of deemrna an individual eligible for
medical a*sitcee for any month which
begins less than two months after the date of
the enactment f1 this Act.
SEC. 70Cz EXEMPTION FROM SOCIAL SECURITY COv-

ERA GE FOR RETIRED FEDERAL JUDOES
ON ACTIVE DUTY.

(a) AMHENDMENr TO SocLAL SECURwrr ACTr.-
Section 209 of the Social Security Act is
amended in the third to the last paragraph
thereof (added by section 101lO)(1) of the
Social Security Amendments of 1983) by
striking out "shall, subject to the provisions
of subsection (a) of this section. include"
and inserting in lieu thereof "shall not in-
clude"':

(b) AMENDMENT TO IlNTERNAL RzvENU
CoDk-Section 31211t)(5) of the Internal
Revenue Code of 1954 is amended by strik-
ing out "shall, subject to the provisions of
subsection (a)(1) of this section, include"
and inserting in lieu thereof "shall not in-
elude':

(c) EnCcrwiv DATE. The amendments
made by this section shall be effective with
respect to service performed after December
31, 1983.
SEC 71.~ RECOVERY OF 0 VERPA YMENTS

(a) OASDI PAYmENTIS.-Section 204(a) of
the Social Security Act is amended-

(1) by inserting "(1)" after "204(a)"
(2) by redesignating paragraphs (1) and

(2) as subparagraphs (A) and (B); and
(3) by adding at the end thereof the follow-

ing new paragraplh
"(2) Notwithstanding any other provision

of this section, when any payment of more
than the correct amount is made to or on
behalf of an individual who has died, and
such payment-

"(A) is made by direct deposit to a finan-
cial institution,

"(B) is credited by the financial institu-
tion to a joint account of the deceased indi-
vidual and another person, and

"(C) such other person was entitled to a
monthly benefit on the basis of the same
wages and self-employment income as the
deceased individual for the month preceding
the month in which the deceased individual
died,
the amount of such payment in excess of the
correct amount shall be treated as a pay-
ment of more than the correct amount to
such other person. "

(b) SSI PAYmSEms.-Section 1631(b) of the
Social Security Act is amended by redestg-

nating paragraphs (2) through (4) as para-
graphs (3) through (5), and by inserting
after paragraph (1) the following new para-
graph.

"(2) Notwithstanding any other provision
of this section, when any payment of more
than the correct amount is made to or on
behalf of an individual who has died, and
such payment-

"(A) is made by direct deposit to a finan-
cial institution,

"(B) is credited by the financial institu-
tion to a joint account of the deceased indi-
vidual and another person, and

"(C) such other person is the surviving
spouse of the deceased individual, and was
eligible for a payment under this title (in-
cluding any State supplementation payment
paid by the Secretary) as an eligible spouse
(or as either member of an eligible couple)
for the month in which the deceased individ-
ual died
the amount of such payment in excess of the
correct amount shall be treated as a pay-
ment of more than the correct amount to
such other persoL ':

(c) EmfcErs DATE.-The amendments
made by this section shall apply only in the
case of deaths of which the Secretary is first
notified on or after the date of the enact-
ment of this Act.
SEC 7M. STDY OF BENEF7 PFORMULA NOTCI

(a) STUDY BY PANEL--(1) The Secretary of
Health and Human Services shall appoint a
special panel to conduct studies with respect
to the so-called "notch" under the present
formula (established by the Social Security
Amendments of 1977) for determining pri-
mary insurance amounts under title II of
the Social Security Act, including studies re-
lating to-

(A) the extent to which inequities are actu-
ally resulting from the implementation of
such formula,

(B) the nature and desirability of the ac-
tions that might be taken to correct any in-
equities which are found to exist, and

(C) the effect that any such actions would
have upon the short- and long-term finan-
cial condition of the social security trust
funds and upon the' state of the national
economy generally.

(2) In carrying out its duties under para-
graph (1), the special panel shall consult
with such outside experts as it may consider
appropriate.

(b) REPoRT.-The Secretary shall submit a
report of the findings and recommendations
of the special panel to the Senate Committee
on Finance and the House Committee on
Ways and Means not later than December
15, 1986.
SEC. 7MF- GENERAL EFFECTIVE DATE

Except as otherwise spectfically provided,
this subtitle and the amendments made by
this subtitle shall take effect on the first day
of the month following the month in which
this Act is enacted.
SEC. 7CG RESTORATION OF TRUST FUND INVEST.

MEEN7X
(a) REIssuANcE or OBLoGTr0oNs.-The Sec-

retary of the Treasury shall immediately re-
issue to the Social Security Trust Funds and
other retirement funds (as defined in subsec-
tion (d)) obligations under chapter 31 of
title 31, United States Code, identical in all
terms to public debt obligations redeemed on
or after September 1, 1985, and on or before
the date of the enactment of this Act that as
determined by the Secretary on the basis of
standard investment procedures for such
funds in effect on September 1. 1985, would
not have been redeemed if H.J. Res. 372
(99th Congress, 1st Session), as deemed
passed by the House of Representatives on
Aurust 1,. 1985, had been enacted into law on
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August 1, 1985. The uninvested balances of
such funds shall be debited for the principal
amount of such reissued obligations

(b) APPROPRIA770N TO TRUST FUNDS oF LosT
INTERtEST.-(1) The Secretary of the Treasury
shall pay to the Social Security Trust Funds
and other retirement funds (as defined in
subsection (d)), from amounts in the general
fund of the Treasury not otherwise appropri-
ated, amounts determined, in accordance
with paragraph (2), to be equal to the net
amount of interest that would have accrued
to each such fund but for noninvestments,
redemptions, and disinvestments of such
funds-

(A) on pr after September 1, 1985, and on
or before the date of the enactment of this
Act that would not have occurred if H.J.
Res 372 (99th Congress, 1st Session), as
deemed passed by the House of Representa-
tives on August 1, 1985, had been enacted
into law on August 1, 1985, taking into ac-
count the reissuance of obligations as re-
quired by subsection (a); and

(BE on or after September 1, 1984, and
prior to September 1, 1985, that would not
have occurred but for limitations on the
Public debt, based on the present value of
the permanent loss of such interest

(2JiAI The determination of the amount of
interest which would have accrued to the
Federal Old-Age and Survivors Insurance
Trust Fund, the Federal Disability Insur-
ance Trust Fund, the Federal Hospital In-
surance Trust Fund, and the Federal Supple-
mentary Medical Insurance Trust Fund
shall be made jointly by the Secretary of the
Treasury and the Commissioner of Social
Security, and must be certified as accurate
by the two public members of the Board of
Trustees of the Trust Funds and by the
Comptroller General

(B) The determination of the amount of
interest which would have accrued to the
Railroad Retirement Account shall be made
jointly by the Secretary of the Treasury and
the Chairman of the Railroad Retirement
Board, and must be certified as accurate by
the Comptroller General

(C) The determination of the amount of
interest which would have accrued to the
Civil Service Retirement and Disability
Fund and the Department of Defense Mili-
tary Retirement Fund shall be made by the
Secretary of the Treasury, and must be certi-
fied as accurate by the Comptroller GeneraL

(3) The payment required by paragraph (1)
shall be made on June 30, 1986. Prior to
April 1, 1986, the officials required to make
all determinations under' paragraph (2)
shall do so, and shall report to the Congress
any disagreements The Comptroller General
and the public members of the Board of
Trustees of the Trust Funds shall report to
the Congress any such determinations which
they do not certify as being accurate, along
with an explanation of why they do not cer-
tify such determination.

(c/ NOTIFICATION OF DISINVEsTMENT PLANS.-
(1) The Secretary of the Treasury (as Mansg-
ing Trustee of the Social Security Trust
Funds) shall notify each member of the
Board of Trustees of such Trust Funds, the
Chairman of the House Committee on Ways
and Means, and the Chairman of the Senate
Committee on Finance, of any planned
action, taken by reason of the limitation on
the public debt, to-

(A) redeem or to disinvest any long-term
bond held by the Trust Funds (specifying the
amount, rate of interest, and date of re-
dempttion of each bond); or

(B) not make normalized tax transfers or
not invest normalized tax transfers in inter-
est bearing obligations, as required under
sections 201, 1817, and 1841 of the Social Se-
curity Act
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(2) Notice under this subsection shall be

made not less than 15 days prior to the
planned action, and shall include an ezpla-
nation of the necessity for the action.

(dl DrNrNoN.--For purposes of this sec-
tion, the term "Social Security Trust Funds
and other retirement funds" means the Fed-
eral Old-Age and Survivors Insurance Trust
Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance
Trust Fend, the Federal Supplementary
Medical Insrandne Trust Fund, the Railroad
Retirement Account, the Civil Service Re-
tirement and' Dsability Fund, and the De-
partment of Delense Military Retirement
Fund.
SEC. rJSH. CO'ERAGE OF CONNECTICUT STATE

POLICK

Notwithstanding any provision of section
218 of the Social Security Act, the Secretary
of Health and Human Services shall, upon
the request of the Governr of Connecticut,
modify the agreement under such section be-
tween the Secretary and the State of Con-
necticut to provide that service performed
after the date of the enactment of this Act by
members of the Divlto of the State Police
within the ConneclTcut Department of
Public Safety, who are hired on or after May
8, 1981, and who are members o the tter ll
plan of the Connecticut State Employees Re-
tirernent System, shall be covered under such
agreement.

Sabtitle D--AFDC SI, Adoptbr Aussista,
Fostkr ('arm 4ml oapkiment Compesutlen

sEC. 77l QUALITY CONTROL SrDIES AND PENALTY
MORA 7TRIUX

(a) SrvnzDS.-(1) The Secretary of Health
and Human Services (hereafter referred to
in this section as the '"Scretary") shall con-
duct a study of quality control systems for
the Aid to Families with Dependent Chil-
dren Program under tUtle IV-A of the Social
Security Act and for te Medicaid Program
under title XIX of such Act. The study shall
examine how best to operate swch systems in
order to obtain inforuwon tohich will
allow program managoj to improve the
quality of administration, and provide rea-
sonable data on the basis of which Federal
funding may be withheld for States with ex-
cessive lekve of erroneous payments.

(2) The Secretary shall also contract with
the National Academy of Sciences to con-
duct a concurren independent study for the
purpose describet is paragraph (1). For pur-
poses of such study, the Secretary shall pro-
vide to the National Academy of Sciences
any relevant data available to the Secretary
at the onset of the study and on an ongoing
basis

(3) The Secretary and Lte National Acade-
my of Sciences shall report the results of
their rerpective studies to the Congress
within one year after the date of the enact-
ment of this Act

(b) MORATORIUM ON PENALTIS.-(1l) During
the 24-month period beginning with the first
calendar quarter which begins after the date
of the enactment of this Act (hereafter in
this section referred to as the "moratorium
period"), the Secretary shall not impose any
reductions in payments to States pursuant
to section 403(i) or 1903(u) of the Social Se-
curity Act, or pursuant to any comparable
provision of law relating to the programs
under titles IV-A and XIX of such Act in
Puerto Rico, Guam, the Virgin Islands,
American Samoa, or the Northern Mfariana
Islands.

(2) During the moratorium period, the Sec-
retary and the States shall continue to oper-

r ate the quality control systems in effect
under title IV-A and XIX of the Social Se-

r curity Act. p calculate the error rates
under the p"tvisions referred to in para-
graph (1).

S 15525
(c) RFSTRUCTVRED QUJurTY CONTROL SYS-

Trms.-(ll Not later than 18 months after the
date of the enactment of this Act, the Secre-
tary shall publish regulations which shall-

(A) restructure the quality control systems
under titles IV-A and XIX of the Social Se-
curity Act to the extent the Secretary deter-
mines to be appropriate, taking into ac-
count the studies conducted under subsec-
tion (a); and

(B) establish, taking into account the
studies conducted under subsection (a), cri-
teria for adjusting the reductions which
shall be made for quarters prior to the im-
plementation of the restructured quality
control systems so as to eliminate reduc-
tions for those quarters which would not be
required if the restructured quality control
systems had been in effect duriug twe
quarterm

(2) Begpning with the first calendar quar-
ter after the moratorium period, the Secre-
tary shall implement the revised quality
control systems, and shall reduce payments
to States-

(A) for quarters after the moratorium
period in accordance with the restructured
quality control systems; and

(B) for quarters in and before the morato-
rium period, as provided under the regula-
tions described in paragraph (1)(B).

(d EmcTrvsE DATEX-This section shall
become effective on the date of the enact-
ment of this Act
SEC 771. AFDC A V'TOMA TION REQUIRmsEN1I

(a) IN aGNEra--Section 402(e)(2) of the
Social Security Act is amended by adding at
the end thereof the following new subpara-
graphl

"(C) If the Secretary determines that such
a system has not been implemented by the
State by the date specifted for implementa-
tion in the State's advance automatic data
processing planning document, then the Sec-
retary shall reduce payments to such State,
in accordance with section 403(b), in an
amount equal to 40 percent of the expendi-
tures referred to in section 403(a)(3)(B) with
respect to which payments were made to the
State under section 403(al(3)(BI. The Secre-
tary may extend the deadline for implemen-
tation if the State demonstrates to the satis-
faction of the Secretary that the State
cannot implement such system by the date
specified in such planning document due to
circumstances beyond the State's control".

Ib) EFFECTnr DArT--The amendment
made by subsection (a) shall become effec-
tive on the date of the enactment of this Act,
but shall apply only with respect to sums ex-
pended by the States for the purposes de-
scribed in section 403(a)l3)1B) of the Social
Security Act on or after the date of the en-
actment of this Act.
SEC. m TREA TENTr OF PER CAPITA PAYYMENTS Ti

INDIANS.

(a) IN GENERAL-Section 7 of the Act of
October 19, 1973 (25 U.S.C. 1407) is amended
by striking out "taxes, nor shall" and all
that follows, and inserting in lieu thereof
the following: "taxes. Such funds and their
availability shall not be considered as
income or resources, or otherwise utilized as
the basis for denyVng or reducing the finan-
cial assistance or other benefits to which
such household or member would otherwise
be entitled under a program established by
or pursuant to the Social Security Act or
any other Federal or federally assisted pro-
gram, except so much of such funds as
exceed (in the aggregate) $2,000 per year per
family unit (or other relevant unit applica-
ble under the program involved) and which
are paid as per capita shares. ".

fb) RstouLA47os.-Each department or
agency which issues regulations for the pur-
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pose of implementing the amendment made
by subsection (a) shall, to be extent feasible,
coordinate such regulations with those of
the other such departments and agencies so
as to avoid inconsistent requirements relat-
ing to such amendment and inappropriate
duplicative counting of such income.

(c) EFECrrTVS DATE.-The amendment
made by this section shall become effective
on January 1, 1986.
SEC. 77& SSI PASSTHROU(1H RELATIVNG Ir STATE

SL'PPLEMENTA TION.
(a) RESTOrATION or STATE OPTION IN COM-

PLYING WrTH PASSTIROUVOH RPEQ UREMN7T.--
Section 1618(e)(1) of the Social Security Act
is amended by striking out "a State which is
not treated as meeting the requirements im-
posed by paragraph (4) of subsection (a) by
reason of subsection (b) shall be treated as
meeting such requirements if and only if'
and inserting in lieu thereof "a State shall
be deemed to have met the requirements of
paragraph (4) of subsection (a) itf

(b) EmrscTvrt DA7s.-The amendment
made by this section shall apply to months
after March 1983.
SEC 774. PROVISIONS RELATING TO MEDICAID COV-

ERA GE UiNER 77E ADOPTION ASSIS-.
ANCE PROGRAM.

(a) IN GENERAL-Section 473(b) of the
Social Security Act is amended to read as
foUows:

"(b) For purposes of title XIX, any child-
"(1) who'is a child described in subsection

(a)(1); and
"(2) with respect to whom an adoption as-

sistance agreement is in effect under this
section (whether or not adoption assistance
payments are provided under the agreement
or are being made under this section), in-
cluding any such child who has been placed
for adoption in accordance with applicable
State and local law (whether or nol an inter-
locutory or other judicial decree of adoption
has been issued);
shall be deemed to be a dependent child as
defined in section 406 and shall be deemed
to be a recipient of aid to families with de-
pendent children under part A of this title in
the State where such child reside "

(b) CoNFrorMrMa AsrsNDMrxTs.-(1) Section
473(c)(2) of such Act is amended-

(A) by striking out "without providing
adoption assistance" in clazuse (A) and in-
serting in lieu thereof "without providing
adoption assistance under this section or
medical assistance under title XIX"' and

(B) by inserting "or medical assistance
under title XIX" before the period at the end
thereof

(2) Section 475(3) of such Act is amended
by striking out "the adoption assistance
payments and any additional services and
assistance" in clause (A) of the first sentence
and inserting in lieu thereof "any adoption
assistance payments and any other services
and assistance".

(3) Section 1902(a)(10)(A)(i(I) of such Act
is amended by striking out "or 406(h)" and
inserting in lieu thereof 406(h), or 473(b)'

(c) EFFECT7VE DATE.-The amendments
made by this section shall become eflective
on October 1, 1985.
SEC 775. EXTENSION OF VOLUNTARY PLACEMENT,

AND CEILING AND TRIGGER PROVI-
S.ON, RGELA T7A'I TO FOSTER CA Rr

(a) Section 474(b) of the Social Security
Act is amended-

(1) in paragraphs (1), (2)(B), and (4)(B),
by striking out "1985" and inserting in lieu
thereof "198 7";

(2) in paragraph (2)(A)-
(A) by inserting "and" at the end of clause

(ii), and
(B) by striking out clauses (iii), (iv), and

Iv) and inserting in lieu thereof the follow-
ing:

"(iii) with respect to each of the fiscal
years 1983 through 1987, only if the amount

appropriated under section 420 for such
fiscal year is equal to $266,000,000. "; and

(3) in paragraph (5)(A)-
(A) by striking out "October 1, 1985" and

inserting in lieu thereof "October 1, 1987"
and

(B) in clause (ii), by striking out "1984
and 1985" and inserting in lieu thereof
"1984 through 1987"'

(b) Paragraphs (1) and (2) of section
474(c) of such Act are each amended by
striking out "1985" and inserting in lieu
-thereof "1987".

(c)(1) Section 102(a)(1) of the Adoption As-
sistance and Child Welfare Act of 1980
(Public Law 96-272) is amended by striking
out "1985" and inserting in lieu thereof
"1987':

(2) Section 102(c) of such Act is amended
by striking out "1985" each4.lace it appears
and inserting in lieu thereof "1987".
SEC 7&r INDEPENDENT LIVING INA 77ATIVE

(a) INDEPENDETT LrviNo INfrl7A'Vs.-Part
E of title IV of the Social Security Act is
amended by adadhg at the end thereof the
following new section.

"INDEPENDEimT LrVIN INITIAm TIV
"Ses 477. (a) Payments shall be made in

accordance with PW section for the purpose
of assisting States and localities in estab-
lishing and carrying out programs designed
to assist -children, with respect to whom
foster care maintenance Payments are being
made by the State under this part and who
have attained age 16, in making the transi-
tion from foster care to independent living.
Any State which provides for the establish-
ment and carrying out of one or more such
prograrms in accordance with this section
for a fiscal year shall be entitled to receive
payments u47ir this section for such fiscal
year, in an amount determined under sub-
section (el. Such payments shall be made
only for the fiscal years 1986 and 1987.

"(b) The State agency administering or ru-
pervising the administration of the State's
programs under this part shall be responsi-
ble for administering or supervising the ad-
ministration of the State's programs de-
scribed in subsection (a). Payment under
this section shall be made to the State, and
shall be used for the purpose of conducting
and providing in accordance with this sec-
tion (directly or under contracts with local
governmental entities or private nonprofit
organizations) the activities and services re-
qutred to carry out the program or programs
involved

"(c) In order for a State to receive pay-
ments under this section for any fiscal year,
the State agency must submit to the Secre-
tary, in such manner and form as the Secre-
tary may presctbe, a description of the pro-
gram together with satisfactory assurances
that the program will be operated in an ef-
fective and efficient manner and will other-
wise meet the requirements of this section.
In the case of payments for fiscal year 1986,
such description and assurances must be
submitted within 90 days after the Secretary
promulgates regulations as required under
subsection (tI, and in the case of payments
forfiscal year 1987, such description and as-
surances must be submitted prior to Janu-
ary 1, 1987.

"(d) In carrying out the purpose described
in subsection (a), it shall be the objective of
each program established under this section
to help the individuals participating in such
program to prepare to live independently
upon leaving foster care. Such programs
may include (subject to the availability of
funds) programs to-

"(1) enable participants to seek a high
school diploma or its equivalent or to take
part in appropriate vocational training;

"(2) provide training in daily living skills,
budgeting, locating and maintaining hous-
ing, and career planning;

"(3) provide for individual and group
counseling,

"(4) integrate and coordinate services oth-
erwise available to participants;

"(5) provide for the establishment of out-
reach programs designed to attract individ-
uals who are eligible to participate in the
program,

"(6) provide each participant a written
transitional independent living plan which
shall be based on an assessment of his needt,
and which shall be incorporated into his
case plan, as described in section 475(1);
and

"(7) provide participants with other serv-
ices and assistance designed to improve
their transition to independent living.

"(e)l1) The amount to which a State shall
be entitled under section 474(a)(4) for each
of the fiscal years 1986 and 1987 shall be an
amount which bears the same ratio to
$45,000,000 as such State's average number
of children receiving foster care mainte-
nance payments under this part in fiscal
year 1984 bears to the total of the average
number of children receiving such payments
under this part for all States for fiscal year
1984.

"(2) If any State does not apply for funds
under this section for any fiscal year within
the time provided in subsection (c), the
funds to which such State would have been
entitled for such fiscal year shall be reallo-
cated to one or more other States on the
basis of their relative need for additional
payments under this section (as determined
by the Secretary).

"(3) Any amounts payable to States under
this section shall be in addition to amounts
payable to States tinder subsections (a)(1),
(a)(2, and (a)(3) of section 474, and shall
supplement and not replace any other funds
which may be available for the same general
purposes in the localities involed.

"(f) Payments made to a State under this
section for any fiscal year-

"(1) shall be used only for the specific pur-
poses described in this secion,'

"(2) may be made on an estimated basis in
advance of the determination of the exact
amount with appropriate subsequent ad-
justments to take account of any error in the
estimates; and

"(3) shall be expended by such State in
such fiscal year or in the succeeding fiscal
year.

"(g)(1) Not later than March 1, 1987, each
State shall submit to the Secretary a report
on the programs carried out with the
amounts received under this section. Such
report-

"(A) shall be in such form and contain
such information as may be necessary to
provide an accurate description of such ac-
tivities, to provide a complete record of the
purposes for which the funds were spent,
and to indicate the extent to which the ex-
penditure of such funds succeeded in accom-
plishing the purpose described in subsection
(a); and

"(B) shall pecifically contain such infor-
mation as the Secretary may require in
order to carry out the evaluation under
paragraph (2).

"(2) Not later than July 1, 1987, the Secre-
tary, on the basis of the reports submitted by
States under paragraph (1) for the fiscal
year 1986, and on the basis of such addition-
al information as the Secretary may obtain
or develop, shall evaluate the use by States
of the payments made available under this
section for such fiscal year with respect to
the purpose of this section, with the objec-
tive of appraising the achievements of the
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programs for which such payments were
made available, and developing comprehen-
sive information and data on the basis of
which decisions can be made with respect to
the improvement of such prograrms and the
necessity for providing further payments in
subsequent years. The Secretary shall report
such evaluation to the Congress. As a part of
such evaluation, the Secretary shall include,
at a minimum, a detailed overall descrip-
tion of the number and characteristics of the
indivduals served by the programs, the var-
ious kinds of activities conducted and serv-
ices provided and the results achieved, and
shall set forth in detail findings and com-
ments with respect to the various State pro-
grams and a statement of plans and recom-
mendations for the future

"(h) Notwithstanding any other provision
of this title, payments made and services
provided to participants in a program
under this section, as a direct consequence.
of their Participation in such program, shall
not be considered as income or resources for
purposes of determining eligibility (or the
eligibility of any other persons) for aid
under the State's plan approved under sec-
tion 402 or 471, or for purposes of determin-
ing the level of such aid.

"(i) The Secretary shall promulgate final
regulationj for implementing this section
within 60 days after the date of the enact-
ment of this section. '

(b) CASS PLAN- Sectitn 475(1) of such Act
is amended by adding at the end thereof the
following: "W7hre approprtate, for a child
age 16 or over, the case plan must also in-
elude a written description of the prgrams
and services which will help such child pre-
pare for the transition from foster care to
independent living.

(c) PAYmENS ro STAMTs.-Section 474(a) of
such Act is amended-

(O) by striking out the period at the end of
subparagraph (3) and inserting in- lieu
thereof ", plus"' and

(2) by adding at the end thereof the follow-
ing new subparagraph:

"(4) an amount for transitional independ-
ent living programs as provided in section
477 .,

(d) CONrFORMNG A-AWNDEUNT.-Section 470
of such Act is amended by striking out
"foster care and adoption assistance" and
inserting in lieu thereof "foster care, adop-
tion assistance, and transitional independ-
ent living programs'"
SEC 779A. RECOVERY OF UNEMPLOYMENT BENEFITS

O VERPA YMENr&
(a) IN Ga-RI.-(1) Section 303(a)(5) of

the Social Security Act is amended by insert-
ing before the semicolon at the end thereof
the following: ": Provided further,. That
amounts may be deducted from unemploy-
ment benefits and used to repay overpay-
ments as provided in subsection (g)".

(2) Section 303 of such Act is amended by
adding at the end thereof the following new
subsection:

"(g(1) A -State may deduct from unem-
ployment benefits otherwise payable to an
individual an amount equal to any overpay-
ment made to such individual under an un-
employment benefit program of the United
States or of any other State, and not previ-
ously recovered. The amount so deducted
shall be paid to the jurisdiction under whose
program such overpayment was made. Any
such deduction shall be made only in ac-
cordance with the same procedures relating
to notice and opportunity for a hearing as
apply to the recovery of overpayments of
regular unemployment compensation paid
by such State.

"(2) Any State may enter into an .agree-
ment with the Secretary of Labor under
which-
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"(A) the State agrees to recover from un-

employment benefits otherwise payable to
an individual by such State any overpay-
ments made under an unemployment benefit
program of the United-States to such indi-
vidual and not previously recovered, in ac-
cordance with paragraph 11), and to pay
such amounts recovered to the United States
for credit to the appropriate account, and

"(B) the United States agrees to allow the
State to recover from unemployment bene-
fits otherwise payable to an individual
under an unemployment benefit program of
the United-States any overpayments made
by such-State to such individual under a
State unemployment benefit program and
not prevtouly recovered, in accordance
with the sarrocedures as apply under
paragraph (11t. '

"(3) For purposes of this subsection, 'un-
employment benefits' means unemployment
compensation, trade adjustment allowances,
and other unemployment asststance.':

(b) CoNyo-moo A rNDirx.- r.-Section
3304(a)(4) of the Internal Revenue Code of
1954 is amended-

(1) by striking out "and" at the end of sub-
paragraph (B);

(2) by adding "and" -e end of subpara-
graph (C); and

(3) by adding at the end thereof the foUoe-
ing new subpargrap. -

"(D) amounts may be deducted from un-
employment'benefits and used to repay over-
payments as Provided in section 303(g) of
the Social Secu~Y Act:".

(c) E I R--T -The amendments
made by this seectm shall apply to recover-
ies made on or after October 1, 1985, and
shall apply with respect to overpayments
made before, on, or after such date.

Sxbtitle --Cgstem Fees
SEC m. FEBS FOR CERTAIN CUSTOMS SERVICES

(a) In addition to any other fees author-
tzed by law, the SecretarV of the Treasury
shall charge and coullect . floaowing fees
for the protision of cust4 services in con-
neetfin with the fowllowin

(1) For the arrival of a commercial vessel
of 100 net tons or more, $397.

(2) For the arrival of a commercial vessel
of leks than 100 net tons, $25.

(3) For the 4rrival of a commercial truck,
$5.

(4) For the va of each railroad car,
whether passen freight, $5.

(5) For each arrival made by a private
vessel or private aircrat, S25.

(6) FOr the arrival of each passenger
aboard a commercial vessel or commercial
aircraft from a place outside the United
States (other than a place referred to in sub-
section (b)), $5.

(7) For each informal entry for which a
document is prepared by a customs officer,
$5.

(8) For each item of dutiable mail for
which a document is prepared by a customs
officer, $5.

(9) For the initial transportation of a
shipment of mrnerchandise in bond, $10.

(10) For each customs broker permit held
by an individual, partnership, association,
or corporate customs broker, $125 per year.

(b)(1) No fee shall be charged under sub-
section (a) for customs services provided in
connection with-

(A) the arrival of any passenger whose
journey originated in-

(i) Canada,
(ii) Mexico,
(lit) a territory or possession of the United

States, or
(iv) any adjacent island (within the mean-

ing of section 101i b)5) of the Immigration
and Nationality Act (8 U.S.C. 1101(b)(5)), or
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(B) the arrival of any railroad car that is

part of a train which originates and termi-
nates in the same country, but only if--

(t) such car is part of such train when
such tratn departs from the United States,
and

(ii) no passengers board or disembark
from such train, and no cargo is loaded or
unloaded from such train, while such train
is within any country other than the coun-
try in which such train originates and ter-
minates

(2) No fee shall be charged under para-
graph (7) of subsection (a) for the provision
of customs services in connection with an
informal entry if a fee is charged under
paragraph (6) of subsection (a) for the pro-
vision of such services

(3) No fee shall be charged under subsec-
tion (a)(3) for the arrival of a commercial
truck during any calendar year after a total
of $100 in fees has been paid to the Secretary
of the Treasury for the provision of customs
services for all arrivals of such commercial
truck during such calendar year.

(4) No fee shall be charged under subsec-
tion (a)(4) for the arrival of a railroad car
whether passenger orfreight during any cal-
endar year after a total of $100 in fees has
been paid to the Secretary of the Treasury
for the provision of customs services for all
arrivals of such passenger or freight rail car
during such calendar year.

(5) No fee shall be charged under subsec-
tion (a)(5) for the arrival of a private vessel
or private aircraft during any calendar year
after a total of $500 in fees has been paid to
the Secretary of the Treasury for the provi-
sion of customs services for all arrivals of
such private vessel or private aircraft
during such calendar year.

(c) For purposes of this section-
(1) The term; 5'essel" does not include any

ferry.
(2) The term "arrival" means arrival at a

port of entry in the customs territory of the
United States.

(3) The term "customs territory of the
United States" has the meaning given to
such term by headnote 2 of the General
Headnotes and Rules of Interpretation of
the Tariff Schedules of the United States.

(4) The term "customs broker permit"
means a permit issued under section 641(c)
of the Tariff Act of 1930 (19 U.S.C. 1641(c)).

(d)(1) Each person providing transporta-
tion for hire into the customs territory of the
United States by vessel or aircraft shall-

(A) collect from each passenger on such
vessel or aircraft the fee charged unider sub-
section (a)(6) at the time the document or
ticket for such transportation is issued to
such passenger, and

"(B) separately identify on such document
or ticket the fee charged under subsection
(a)(6) as a Federal inspection fee.

(2) If-
(A) a document or ticket for transporta-

tion of a passenger into the customs terri-
tory of the United States is issued in a for-
eign country, and

(B) the fee charged under subsection (a)(6)
is not collected at the time such document
or ticket is issued,
the person providing transportation to such
passenger shall collect such fee at the time
such passenger departs from the customs ter-
ritory of the United States and shall provide
such passenger a receipt for the payment of
such fee.

(3) The person providing transportation
shall remit the fees collected under para-
graph (1) or (2) to the Secretary of the Treas-
ury at any time before the date that is 31
days after the close of the calendar quarter
in which such fees are collected from the
passengers.
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el/l) Notwthstanding sectior 451 of the

Tariff Act of 1930 419 US.C. 1451) or any
other provisi of ow sother Ltan paea-
graph (2)), the cusQtnso ser es required lo
be provided to passengers u. aerrieal in
the United States on scheduled airtim
flights at customs serviced airports shal be,
adequately provided when needed ted a e
cost (other than the fees imposed uar
subsection(a)) to airlines and airtine j-
sengers

(2) This subsection shall not apply itn *-
spect to any airport designated u7nder .c-
Lion 236(c) of the Trade and Tariff Aet Q'
1984 (19 US.C 58b(c)).

(fI(1) Notwithstanding section 524 of the
Tariff Act of 1930 (19 U.S.C. 1524), all tJe
fees collected under subsection Ia) shall be
deposited in a seAaraxte account within the
general fund of the Treasury of the United
States. Such account shall be knoae as the
"Cuatoms User Fee Account"'

(2)1A) The Secretary of the Treasur is au-
thorized and directed to refund out of the'
Customs User Yee Aucount expenses in-
curred by the Secretary of the Treasury in
providing pveime cstoms inspectiona
services in an amount determined by the
Secretary of te Treasury to be equivalent to
the amount of such expenses

(B) The amounts hich are required to be
refunded under subparagraph A) shall be
refunded at least quarterly on ahe basis of
estimates made by the Secretary of the
Treasury of the penses reerre to in sub-
paragraph WIA. Proper adjustmen&ts shall be
made in the amounts subsequently rfunded
under supaagraph (A to the extent prior
estimates were in excess of, or ess than, the
amounts required to be refunded under sb-
paragraph (AL

(g) The Secretary of the Treasury ma4, pre-
scribe such rules and regulations as may be
necessary to carry out the provisions of this
section

thM)1 Subsection (i) of section 305 of the
Rail Passenger Service Act (45 U.S.C 545(i))
is amended by striking out the last sentence
thereof

t2) Subsection (el of section 53 of the Air-
port and Airway Develormeat Act of 1970
(49 U.S.C. 17#1fe)) is repealed.

(i) The proisions of ftis section, and the
amendments and repeals made by this sec-
lion, shall ajply ih respect to customs
serrvices rendered after the date that is 90
days after the date of enactment of this Act

SbtiUse F-Tide AdsWmeat Assistasc
SEC r.& SI&Rrm7t

This subtite m0ay be cited as the '"rade
Adjustment As*isiace Rcfonna and Exten-
sion Act $ /1985"
SEC. 778A. ELIGBILTY OF WMKBERS AND FIRMS

FOR FR" ASAMENT AS~STAVNC
oa)J1) Section 221eaJ 0 the Trade Act of

1974 (19 U.S-C. 2271 i s e mnded by in-
serting "(including workers in any agricul-
tural firm or subd tvisouof an agricultural
firmnn" after 'roup of worhers"

(2) Section 222 f the Tde Act of 1974 (19
U.S.C. 2272) is amended to read asfolows
-SEC 12 £a Z[ nWTITT RFQ17JM EA7X

"ra ThMe Secretary shall certify a group of
workers (including workers in any agricul-
tural frmn or subdivision of an agricultural
firm) as eligible bo apply for adjustment as-
sistanee under this chapter if the Secretary
determines tWt-

"(1) a signiIcant number or proportion of
the workers in such workers'firm or an ap-
porioate subdivision of the firm hate
become-totlly or partially separated, or are
thratened to become totally or partially
separated

"(2) sales -or Pduction, or both, of such
firm or ubdivision hae decreased absolute-
ly, and

"(3) increases of imports of articles like or
directly competitive with artcles-

"LA) which are produced by sukc worters'
firm or apropriate subdivision thereof or

"tB) to widich such workers' firm. or .-
pwpriae subdtvision thereof, provirs s-
stwla parts or essential seroice,

Wasiatrr eded importantly to such tol
partl separation, or threat theref, , am .
suah dWine in sales or productio

'W Fomr purposes of subsection tfj34, Abe
term tatributed importantly' mras a
auee niech is important bt iWt seoemr-
ly rsme important than any rc ze'

(W&li Subsection (a) of sectm 251 of the
SThde Act of 1974 (19 U.&,,C4 t(aYJ) is
wended by inserting "wclund any agri-

eaural fr)" affer "a flnnn "
(2) Subsection (c) of section 251 of the

Trade Act of 19$4 (I9 USC. 2341(cJ)) i
amended to read f.iltows:

"(cH1l) The SrecmriM shall certify a an
(including any qgteulural firm) as eltigM
to apply for aed4vment assftance under
ts chapter if tc Secretarv determnes
that-

"YA) a sgngMloa dumber or pmparto of
the workers in such firm have become totally
or partilay sea , or are threatened to
become totally or partially separtied,

"B) saes or production or Bon, of such
firm have decreased absolutely, l

"'CJ increases of imports of o.e.les like or
dirfctly competitive with artLcis-

"t(O which ae produced by suckAm(n, or
"(it) to which such firm pe 6des essential

parts orcesantial servic -
contrtbutM importantly to such total or
partial separation, or theat theeeo, and Do
such dealge in sales or pioduction.

"(2) For purposes oqf pwaarjh (IC), the
term 'contrtbuted importantly' means a
cause which is important but not necessart-
lyt more wta nt than any ofer e s.
SEC MM;M ASSISTAOE FOR WRKM

laXil Obsection (a) of a rcfn 231 af the
7Tade &-t f 1974 t1 9 U.S.C. 2 )s amend-
ed by rdiM after paroragaph f7 the follow-
ing new papgraph:

't50 S"f .bor7er-
"(A) is enrolled in a training Programap-

prved by the Secretary uader section
236(a),

'"BI has, after Mte date on thich the
worker became totally separated, or partial-
ly separated, frem the adversey affected emn-
ployment, completed a training program oP-
proved by Me Secretary under section
236(a), or

(C) has reootwed a written statement cer-
tited by 4'S ecretary under subsection
(c)l) fter the date described in subpaam-

(2) Subsection (b) of section £31 of the
Trmle Act of 1974 (19 n.S.C M291tb)) is
aanended to read as folloUs:

"(b) If the Secretary determines that-
"11) gOe adversely affcted o oa eer-
',A, as failed to begin participatio in

the training program the enrollment in
uitrft meets the requirement of subsection
(a)(5), or

*'B) has ceased to patcipate in such
training program before oe~lneting such
training proram, and

"12) there is no Justiflable cause for sudtd
failure or cessation
no trade adjustment allowance may be paid
to the ader- affected wor*er under this
part on or after the date of asu deterrntna-
tion until the adversely affected woerer
begins or resumes participation in a train-
Ing rogram, appovead uuder section
236(a). '

13) Secaon 231 of the Trade Aot ofJg974 19
US.C 2291 is amended byw sdisw at the
end therf the folloutin neta obeection

"lc)i) If the Seretay is unable to ap-
psme a traininl prowm -er a ;worer
uwder eoction 23W,. the Secretary shall
stai *o auc* worer a rtte statement

iitf/5g Mat the Sacretary was urabbe to
arqsoe a tra6nirg pogram for surch

o*oer. The authority of te Secretary to
issue such a sbtstene may not be delegtd
to a J.ate or Stade <Wency under an agree-
ment eatere into under section 239.

Y2) If a State or State agency has entered
into an a'reement atSh the Secretawy under
section P39 and e te,8te or Stake aency de-
termines that it i t cmu e to pProve a
training program for a ror*er pursuant to
tMe rqtiremnts of section 236ta), the State
or Stabe 4rency shaH submit to the Secretary
a written statement certifying such determi-
nation and the raso for sch terrmina-
ton The Secretary shall review such deter-
mrnatio* and shaU certify the written state-
ment described in paragraph fI only if the
Secretary flnds hat te determination f the
State or State agency Is jiustiied

"'3) The Seeretry sha submit to the Fi-
nance Committee of the Senate and to the
Ways and Mea=s Coemittee qf the House.of
Representattoes an annual report on the
number of certtfications made tb the Secre-
tary under paragraph r1J during the preced-
tng year. "

(4) The last sentence o section 2311a) f of
the Trade Act of 1974 119 U.S.C 22f9W2( )
is amended by strikng out all tkt follows
after sbparagraph (C and Inserting in lieu
thereof "shall be treated as a week of eam-
plyment at wages zf S30 or more, but not
more than 7 weeks, in case of weeks de-
scrtbed in paragraph Ad or IC7, or both,
may be treated as weeks of 4employment
under this sentence':

fb) Section 232 of the Trade At of 19 74 1.9
U.SC. 2292) is amende-

(I) by striking out 'under 4 Federal
law," in subsection (c) and inserting in ie
thereof "under any Federal Jaw le er twan
this Act"':

t2J by atrtking out 'tader sect 236c)"
in subtectou lc) andl insertine in lien there-
of "under section 231(b)", and

13) by /tritinf out 'Vf the dtsn. alav-
ance" in subsecton c) weJ d insetaig in e
thereof "If stic train-k aowanoeZ'

kVl) S _ d setioction (233 the
Trade Act of 15974 g19 Vf.C. Z2AAJ) is
amended-

.A4 bfy striking out -'2" in pvesgupA f11
and inserting in lieu 95sm' *"W and

LB) by strking out '2..-eek period" in
paragraph -42 ansl tnsgftng ft lieu eren f
"78-uweek period"

(2) Paragraph 31 of section 231(imJ of the
Trade Act of 1974 t19 U.S.C. ?2 aK30a)1 is
amended to read as fiows:

"(3) If te adaersely affected woker has
received a ritten statement certtied by Me
Secretary under sectton 231f) after the date
the worker became totally separated, or par-
titlly separated, fram, adversey affected em-
ployment, this subsect'on std be applied
with respect to such oroe-r-

"(A) by substituting '52' for 78' in ara-
graph (1), and

"rB) by substituting 'S2-wee k p d' for
'78-week period' in paragraph r2). '7

13) Subsection n(h of section 2J3 f the
Trade Act of 1974 119 VUSC 2293w)) is
amended to read alollosa.'

tb) No trade mesgamtc t. aieaoa-nce
shall be paid to a whorer under t*s sratMo
any week isring hick the i6o.*er is tr-
ing on-the-job training.".
SEC 7WC. -18 Jas Wi PWO~Pt .

Section 2368 of dOe 'rade Act 1' 1S74 f19
U.S.C. 2296) is amended-
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(1) by striking out 'for a worker" in sub-

section ta)tl)(A) and inserting in lieu there-
f 'for an adversely affected worker",
(2) by striking out 'Y available" in sub-

section (aJ(l)(D) and inserting in lieu there-
of "is reasonably available",

(3) by striking out "may approve" in the
first sentence of subsection (aJ(l1 and insert-
ing in lieu thereof "shall approve'"

(4) by inserting "directly or through a
voucher system" after "by the Secretary" in
the second sentence of subsection air1),

(5) by striking out "under Paragraph (1)"
in subsection (a)(2) and inserting in lieu
thereof "under subsection (a)':

(6) by striking out "this subsection" in
subsection (a)(3) and inserting in lieu there-
of "this section",

(7) by striking out subsection (c),
(8) by redesignating paragraphs (2) and

(3) of subsection (a) as subsections (d) and
te), respectively,

(9) by inserting at the end of subsection
(a) the following new paragraphs'

"(2)(A) The aggregate amount of payments
that may be made under paragraph (1) for
any worker shall not exceed $4,000 for each
partial sepafation or total separation.

(B) The Secretary may issue more than
one voucher under Paragraph (1) to a
worker with respect to any partial separa-
tion or total separation, but the aggregate
value of such vouchers shall not ezceed the
amount of the limitation imposed by sub-
paragraph (A) with respect to such separa-
tion.

"(3)(A) If the costs of training an adverse-
ly affected worker are paid by the Secretary
under paragraph (1), no other payment for
such costs may be made under any other
provision of Federal law.

"(B) No payment may be made under
paragraph (1) of the costs of training an ad-
versely affected worker if such costs-

"(i) have already been paid under any
other provision of Federal law, or

"(ii) are reimbursable under any other
provision of Federal law and a portion of
such costs have already been paid under
such other provision of Federal law.

"(C) The provisions of this Paragraph
shall not apply to, or take into account, any
funds provided under any other provision of
Federal law which are used for any purpose
other than the direct payment of the costs
incurred in training a particular adversely
affected worker, even if such use has the
effect of indirectly paying or reducing any
portion of the costs involved in training the
adversely affected worker.

"(4) The training programs that may be
approved under paragraph (1) include but
are not limited to, the following:

"(A) on-the-job training,
"(B) any training program provided by a

State pursuant to section 303 of the Job
Training Partnership Act,

"(C) any training program approved by a
private industry council established under
section 102 of such Act and

"(D) any other training program approved
by the Secretary. '; and

(10) by inserting after subsection (b) the
foltoitng new subsection.

"(c) The provisions of section 143(b) of the
Job Training Partnership Act shall apply
with respect to training provided under this
chapter.

"(d) The Secretary may pay the costs of
on-the-job training of an adversely affected
worker under subsection ta)(1) only if-

"(1) such training is not for the same oc-
cupation from which the worker was sepa-
rated and with respect to which such work-
er's group was certified pursuant to section
222

"(2) the employer certifies to the SeCretary
that the employer will continue to employ
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such worker for at least 26 weeks after com-
pletionof such training if the worker desires
to continue such employment and the em-
plover does not have due cause to terminate
such employment and

"(3) the employer has n:m4t en, at any
time, any action which vifolei--

"(A) the provisions of section 143(b) of the
Job Training Partnership Act or

"(B) the terms of any certification de-
scribed in paragraph (2) made by such em-
ployer,
with respect to any other on-the-job training
provided by such employer for which the
Secretary has made a payment under subsec-
tion (a)(1). ",

(b) Section 247 af the Trade Act of 1974 (19
U.S.C. 2319) is amended by adding at the
end thereof the folowing new paragraph.

"(16) The term s&4he-job training' means
training provided by an employer to an in-
dividual who is employed by the employer.':

(c) Section 239 of the Trade Act of 1974 (19
U.s.C. 2311) is amended by adding at the
end thereof the folUoowng neib subsection.

"(e) Agreements entered. ,o under this
section may be made with oM or more State
or local agencies including-

"(1) the employment service agency of
such State,

"(2) anyi State agency carrying out title III
of the Job Trainiiig Partnership Act or

"(3) any other State or local agency ad-
ministering Job training or related pro-
grams ':
SEC. 77sD. JOB SEA i ALI WANCES

Section 237 of t6- Trade Act of 1974 (19
U.S.C. 2297) is amended by adding at the
end thereof the followtng new subsection.

"(d)(1) The Secretary shall reimburse any
adversely affected worker for necessary ex-
penses incurred by such worker in partici-
pating in a job search program approved by
the Secretary.

"(2) For purposes of th$~ubsection-
"(A) The term 'fob'seaprogram' means

a job search workshop or job finding club.
"(B) The term iob search workshop' means

a short (1 to 3 days) seminar designed to
provide participants with knowledge that
will enable the participants to find jobs
Subjects are not limited to, but should in-
clude, labor market information, resume
writing, interotewing technques, and tech-
niques for findftb opegtings.

"(C) The term = 4 finding club' means a
job search workshop which includes a period
(1 to 2 weeks) of structured, supervised ap-
plication in which participants attempt to
obtain jobs. ':".
SEC 778K ADJUSTMENT ASSISTAIFY KFOR FIRMS

(a) Paragraph (1) of section 252(b) of the
Trade Act of 1974 (19 U.S.C. 2342(b)(1)) is
amended to read as follows:

"(1) Adjustment assistance under this
chapter consists of technical assistance The
Secretary shall approve a firm's application
for adjustment assistance only if the Secre-
tary determines that the firm's adjustment
proposal-

"(A) is reasonably calculated to materially
contribute to the economic adjustment of
the firm,

"(B) gives adequate consideration to the
interests of the workers of such firn, and

"(C) demonstrates that the firm will make
all reasonable efrorts to use its own re-
sources for economic development. ':

(b) Section 254 of the Trade Act of 1974 (19
U.S.C. 2344) is amended by adding at the
end thereof the following new subsection.

"(d) Notwithstanding any other provision
of this chapter, no direct loans or guaran-
tees of loans may be made under this chap-
ter after the date of enactment of the Trade

-Adjustment Assistance Reform and Exten-
sion Act of 1985. ':
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SEC. 778F. TERMINA 77N OF TRADE ADJUbSTMENT AS-

SISTAHNC.
(a) Section 285 of the Trtade Act of 1974 '19

U.S.C. 2271, preceding note) is amended-
(1) by striking out the first sentence there-

of and inserting in lieu thereof "ta)':
(2) by striking out the section heading and

-inserting in lieu thereof "sec. 285. termina-
tion."': and

(3) by adding at the end thereof the follow-
ing new subsection:

"(b) No assistance, vouchers, allowances,
or other payments may be provided under
chapter 2, no technical assistance may be
provided under chapter 3, and no duty shall
be imposed under section 287, after the date
that is 6 years after the date of enactment of
the Trade Adjustment Assistance Reform
and Extension Act of 1985. '

(b) The table of contents of the Trade Act
of 1974 is amended by striking out the item
relating to section 285 and inserting in lieu
thereof the following:

"Sec. 285. Termination.':
SEC 77G. FUNDING OF TRADE ADJUSTMENT ASSIST-

ANCE.
(a)(1) Section 245 of the Trade Act of 1974

(19 U.S.C. 2317) is amended by striking out
"1982 through 1985" and inserting in lieu
thereof "1986, 1987, 1988, and 1989".

(2) Subsection (b) of section 256 of the
Trade Act of 1974 (19 U.S.C. 2346(b)) is
amended-

(A) by inserting "for fiscal years 1986,
1987, 1988, and 1989" after "to the Secre-
tary',

(B) by striking out '"from time to time':
and

(C) by striking out the last sentence there-
of.

(b) Chapter 5 of title II of the Trade Act of
1974 (19 U.S.C. 2391, et seq.) is amended by
inserting after section 285 the following new
section.
"SEC 2. TRADE ADJUSTMEAT ASSISTANCE TRUST

"(a) There is hereby established within the
Treasury of the United States a trust fund to
be known as the Trade Adjustment Assist-
ance Trust Fund (hereinafter in this section
referred to as the "Trust Fund"), consisting
of such amounts as may be transferred or
credited to the Trust Fund as provided in
this section or otherwise appropriated to the
Trust Fund.

"(b)(1) The Secretary of the Treasury shall
transfer to the Trust Fund out of the general
fund of the Treasury of the United States
amounts determined by the Secretary of the
Treasury to be equivalent to the amounts re-
ceived into such general fund that are at-
tributable to the duty imposed by section
287.

"(2) The amounts which are required to be
transferred under paragraph (1) shall be
transferred at least quarterly from the gener-
al fund of the Treasury of the United States
to the Trust Fund on the basis of estimates
made by the Secretary of the Treasury of the
amounts referred to in paragraph (1) that
are received into the Treasury. Proper ad-
fustments shall be made in the amounts sub-
sequently transferred to the extent prior esti-
mates were in excess of, or less than, the
amounts required to be transferred.

"(c)(1) The Secretary of the Treasury shall
be the trustee of the Trust Fund, and shall
submit an annual report to the Committee
on Finance of the Senate and the Committee
on Ways and Means of the House of Repre-
sentatives on the financial condition and
the results of the operations of the Trust
Fund during the fiscal year preceding the
fiscal year in which such report is submitted
and on the expected condition and oper-
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atiors of the Trust Fund during the fiscal
year in which such report is submitted and
te 5 fiscal years succeeding such fiscal
year. Suc report shall be printed as a House
document of the session of the Oongress to
which the report is made.

"12)[A) It shall be the duty of the Secretary
of the Treasury to invest such portion of the
Trust Fund as is not, in his Judgment re-
quired to meet current withdrawals Such
investments may be made only in interest
bearing obligations of the United States For
such purpose such obligations may be ac-
quired-

"it) on origrnal issue at the issue ao, or
"tit) by purchase of outstandirn oblga-

tions at the mao*et price
"(B) Any obligation acguired Ay ae Trust

Fund may be sold by the Scsar of the
Treasury at the rww..*et price

"'7C) The interest on, and the proceeds
from the sale or redemption of, any obliga-
tions held in the Trust Fund shall be cred-
ited to and form a part of the Trust Fund.

"(d) Amounts in the Trust Fund-shall only
be available-

'Vl) for the pment of drawbacks and re-
funds of the duty imposed by section 287
that ar alloohe under any provision of
Federal law, and

'Y2) to the exent asn in such amount as
may be pronevdd 4 appropiiation Act, for
making besenditures to carry out the pro&4-
sions 4f chpter 2 and 3
None of the amounts in the Trust Fund sha-
be avaiZable for Use payment of loanrm Oua'
anteed under chauter 3 or for any other en-
penses relating to financial assistance pro-
vided under c 1hArI 3.':

(cto) The table of contents for the Trade Act
of 1974 is amended by tnserting after the
item relating to section 285, the following
new tiber

"Sec. 286. Trade Adjustment Trust Fund.
"Sec. 287. Imposition Qf addittonal duty.
"Sec. 288. Appropriation offunds&"
SEC zs77UN lsMPISa OF &tA4L LtWIFOR DPVTY ON

ALL YMPOR7X
afl1) The Pre.ident skal undertake nego-

tiations necessrm to ackieve changes in the
Generl Agreement on Tariffs and Trade
that would allow a;ny country to impose a
small uniform duty on all imports to such
country for the purpose of using the revenue
from such duty to fund any program which
assists adjustment to import competition.

(2) On the date that is 6 months after the
date of eoactwment of this Act, he President
shall submit to the Congress a report on the
progress of negotiations conducted under
paragraph (1).

13) On the first day afier lhe date of enact-
ment of this Act on which the General Agree-
ment on Tariffs and Trade allows any coun-
try to impose a duty described in paragraph
(1). the Presideat shal submit to the Con-
gress a written staement certifying that the
General Agreement on Tariffs and Trade
allows such a duty.

tb) Chapter 5 of title II of the Trade Act of
1974 r19 U.S.C 2391. et se), as amended by
section 778G(b) of this Act is further
amended by adding at the end thereof the
following euew section.
"'.5C s287 IMPOSION OF ADDIONAL DUTY.

"(a'lI addition to any other duty tm-
pesed by law, there is hereby imposed a duty
on the entry, or withdrawal from warhouse,
of any article far onsumption in the cus-
tomr territo o4f the United tate

"Wa(l) The rate of the duty imposed by
subsection IaJ hallbe a uifnrm ad vatorem
rate proclaimd by the President at least
days prior to te t ate such rate takes ffect
which is equal to the lesser of-

"(A) 1 percent, or
"tB; a peroentage that is sufficient to pro-

vide the funding , eesseryl to carry out the
provisions ohtaers 2 and 3 of title 11 of
the Trade Act of 1974.

"(c)(l) Except as otherwise provided in
this subsection, duty-free treatment provid-
ed with respect to any article under any
other provision of law shall not prevent the
imposition of duty with respect to such arti-
cle by subsection (a).

"(2) No duty shall be imposed by subsec-
tton (a) with respect to any article that is
treated as duty free under part 148 of title 19
of the Code of Fderal Regulations':
sEc 778L TAXATION OF MRADE READJUTMEWr AS-

Section 85fc1 of ihe Internal Revenue Oode
of 1954 is amended by inserting ", but not
itdwdtng payments of training costs, or
training vouhers, provided under section
236 of the Trde Act of 1974 (19 U.SC.
2296)" after '*arre of unemployment com-
pensation'".
SEC 77L EMPTSE DA SM

(a) The amendments made by sections
778S, 7T8P, and 778Gfa) and the provisions
of section 778H(aJ, shall take ,J'ect on the
date of enactment of this Act

(hi(I The amendment madg be section
7T'to) shall apply to an aricle entered,
or withdrawn from warehose, JOr consump-
ttn after the earlier of-

rA) the date that is z years after the date of
enactment of this Act or

(B) the date that is 3 dys after the date
on which te President submits to the Con-
gress te uriten kstement described fn sec-
tion 778HeT($J.

(2) The amendvents made by subsections
(b) and trW of eon 778G sha teake effect
on the earlUer

(A) the Jats ts 2 years afster the date of
enactment ofthis Act, or

(B) the "4e described in subsection
(bJW(1/B).

(c) The amendments made by sections
77AA , , 778, 778C, and 77D shaN take effect
on the eAtier of-

ll) tm date that is 3 year after the date of
enactment of this Act, or

1a8 tMe date that is 1 year Mthe date de-
scbd in subsection (b)(11(B.

4W The amendment made socton 7781
shall apply to taxable mm* titding on or
afer the earlier of-

11) the date that is 3 years after the date of
enactment of its Act, or

l2) the date Omt is year after the date de-
scribed in subsection (b)(1)(B).

ke C.--Rsease Sheig
SEC 7a TMINATON OF CGRANdL REVEIrNE

SEARI,¥N
(a)(1) Except as otherwise prl*ided in this

sectton, the provisions of chapter 67 of title
31, United States Code, are Jhekb repealed

tV The Secretary of he Treasury shafl
continue to be the trustee of Trst Fund,
which shall remain in ie e until
amounts in the Trust Fund are expeded for
enttlement payments to local gernments
in accordance with the terms of the Revenue
Sharing Act

f3) The Secretary is auhortzed to take
such necessary or appropriae actions to
carry out the requirements f thi Act with
respect to funds appropriated to the Trot
Fund, as were authorized under Vte termc of
the Revenue Sari Act, Including but not
limited to eafmweaent of the reguatory r-
visions comeoreng nondiscrifdnati,0
audits, counting procedures, pulc hear-
ings ezxenttures in accordance i State
and local law. and cooperation WU reason-
able requets for inftrmaton.

(4) e Secretary may iwease or decrease
a payment to a unit of general oc al onm-

ment under the Revenue Sharing Act to ac-
count for a prior underpayment or overpay-
ment only if the increase or decrease is de-
manded by the Secretary or such unit of gen-
eral local government before March 1, 19&

(5) Amounts paid to units of general looal
governments from the Trust Fund hall be
used, obligated, or approprialed by the units
of general local governments efore April .
1987 and hese funds shall continue to be
sbject to the terms of e Revenue Sharin
Act

(6) SubsectUn Ia)M1 of this section hall
not have the effect of releasing or exxt-
guishing any fiscal sanction, Aading, deter-
mination compliance 4greeme or ather
duly authorized action for the purpose of
sustaining any proper Sction or prosteoduti
for encement authoized under the Jerms
of the Revenue Sharing Act.

(7) The Attorney General, and ersos ad-
voey affected 6y a mpaetdce d a lc gov-
ernment may bring a civil action in an a-
prnopgeat ditritt 't tfe Vnited Sates
against the ipplicaie unit of goenel ocal
govemoret as was autorized under the
Revenue Sharing Ac Ve court is auhor-
ited to orant such rlef -s was auwforized
under the terms 4&te Revenue Shering Adt

18) Te Seerwry sha report to CWngvss
on te openation and status of the Trust
Fund 4the implementaton f this c-
ttio not later an Becetber 1 of each er
the Trst Fund remix on the bookb f te
Department of the Treasury.

/bHl/ The table of chapters for subitle V
of title Jl, tnited States Cd, is amended
by striking out the itne relating to chapter
67.

(2) Paragraph (2) of ection L1iStb of the
Social Secvrity Act W4t U..C 13t15(bt2) is
amended-

(A) by addirg '"a- at the end of subpa-
graph (M

(B) by strikin out ". and' at Me end of
saubgarrh t() aad inserting in lieu
thereof a perd, and

fC) by strikin out subpargraph (,C.
(3) Section 501bJ) ) of the fousing Act o'

1941 (42 U.LSC lin47116) and section
101a)(17) o/ the H0osng and 4muntiCy
Development Act of 1974 142 .S.C
5302(a)(17)) are each amended by stri
oat '"nder the State and Locel Fiscal Assist-
amce Act of 1972 (Plic Law 82-512r and
inserting n lieu thereof prior to October
1, 1986, under chapter 67 of title 31, United
State Code".

(4) Section 302 of the Age Discrimnation
Act of 1975 142 U.&C 01) is amwrded by
striking out ' including programs etracvi-
ties receiving funds under the State and
Local Fiscal Assistance Act of 1972 (31
U.S.C. 1221 et eq.".

(5) Paragrph (3) of section 3 of the 0oast-
al Barrier Resources Act t11 U.S.C. 3562(3)
is amended by stracno out subaragraph
(AO and redesignattig nubpapgryephs (B),
(C), (D), and (E) as subparraps ), (B),
(CJ, and (D), respectivdy.

(6) Subparagraph (B) of section 119t(n(2)
of the Housing and Community Develop
ment Act of 1974 (42 17S.C. 5318htnH2'B is
amended by striling out 's an egobie re-
cipient" and inserting in lieu thereof "was
an eligible reciptent prier to October 1,
1986,

(7) Paragraph (1) of section 24(th) of the
National Housing Act f12 U.S.C 17152-
13(h)(1)) is amended by strikin out "is an
eligible recipient" and iserting in lieu
thereof was an eligbCe recptient, prfor to
October 1, 1986,".

teJ For purposes f rthi section-
(1) The term "Trust Fund" means the

State and Local Assistance Trust AFnd es-
tabUshed under te Revenue Sharing Act.
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(2J The term "Revenue Sharing Act"

means the provisiois of chapter 67 of title
31, United States Code, as in effect on the
day before the date of enactment of this Act
and subject to the terms of any appropria-
tion Act of fiscal year 1986.

(3) The term "Secretary" means the Secre-
tary of the Treasury.

(d) There are hereby authorized to be ap-
propriated forfiscal year 1987, such sums as
may be necessary to administer the provi-
sions of this section, and to provide for the
orderly phaseout of the Revenue Sharing
Program.

(e)(1) Except as otherwise provided in this
subsection the repeal and amendments
made by this section, and the provisions of
this section, shall take effect on October 1,
1986.

(2) The provisions of subsections f(aJ4),
(c), and d) shall take effect on the date of
enactment of this Act
SU ttle H-PNesln Beneft GCsty CGrpwevio
SEC 771. ICREASE IN PENSION RNEIT GUARAN-

rY CORPORA nON PREYIUYS FOR
SINGLE-EMPLOYER PLANS

(a) IN GwvR . -Cause ti) of section
4006(aJ)3)(A) of the Employee Retirement
Income Security Act of 1974 is amended by
striking out "for plan years beginning after
December 31, 1977, an amount equal to
$2.60" and inserting in lieu thereof "for plan
years beginning after December 31, 1985, an
amount equal to S&10".

(b) TECH CAL. AMENDMErs-
(1) Clause (iti) of section 4006(a)(3)(C) of

such Act is amended by striking out "The
maximum" and inserting in lieu thereof "In
the case of a multiemployer plan, the maxi-
mum"

(2) Clause (iv) of section 4006(a)t3)(C) of
such Act is amended by striking out "The
provisions" and inserting In lieu therof "In
the case of a multiemplooyer plan, the provi-
sions".

(cJ Emrervs DA--The amendments
made by this section shall apply to plan
years beginning after December 31, 1985.

Subtitle I-Revenue Provisions
SEc 78A SilorT 7I7TL AMENDMEAN OF DSd CODE

(a) SHORT TrI7 -Thi subtitle may be
cited as the "Comprehensive Omnibus
Budget Reconciliation Revenue Act of
1985".

lb) AMNDMw.r or 1954 CODEL-Except as
otherwise epressly provided, whenever in
this subtitle an amendment or repeal is ex-
pressed in terms of an amendment to or
repeal of, a section or other provision the
reference shall be considered to be made to a
section or other provision of the Internal
Revenue Code of 1954L

PART I-NCOME TAX PROVISIONS
SEC. 781. FUL'L-7M S7TVENTS Nor ELIGIBRL FOR

INCOME A VERA GIN
(a) IN GEsLUi-Subsection (d) of section

1303 (defining eligible individuals for
income averaging) is amended to read as
follow&-

'Yd ELuomu IDnrVDUALs Nor To INCLUDE
FuLL- TIr STuDrEN--

"(1) IN G-NRAL-For purposes of this
part an individual shall not be an eligible
individual for the computation year if, at
any time during any base period year, such
individual was a student.

"(2) ExcEPn7oN JOR MARRIED sruDENsT PRO-
VIDING 25 PERCENT OR LSS Or JOINT INCOM.--
Paragraph (1) shall not apply to any indi-
vidual for any computation year if-

"(A) the individual makes a joint return
for the computation year, and

"(B) not more than 25 percent of the og-
gregate adjusted gross income of such indi-
vidual and the spouse of such individual for
such computation year is attributable to
such individuaL

"(3) SruDENr DmINm.--For purposes of
this subsection, the term 'student' means,
with respect to a taxable year, an individual
who during each of 5 calendar months
during such taxable year-

"(A) was a full-time student at an educa-
tional organrietion described in section
170(b)(1)(A)(itt or

'(B) was pursuing a full-time course of in-
stitutional on-farm training under the su-
pervision of an accredited agent of an edu-
cational organization described in section
170(b)(l)(A)lit) or of State or political sub-
division of a State".

(b) REPEAL Or NoN-FvrLL-TIF SrvDsrW Sup-
PORT Exc7rPowN.-Para~raph (2) of section
1303(c) (relating to inividuals receiving
support from others) is armrded-

(1) by striking out subparagraph (A)
(2) by redeaignating subparagraphs (B)

and (C) as subparagraphs (A) and (B), and
(3) by strikig out "subparagraph (C)" in

the second sentence and inserting in lieu
thereof "subpr'a aph (B)':

(cJ ERcNw DAnr-The amendments
made by this sation shall apply with respect
to taxable years otinning after December
31, 1985.
SEC N EMPLOYERS REQUIRED TO PROVIDE CER

TAIN EMPLOYEES AND FAMILY MEI-
BRRS WITH COAITNUED HEALTH IN.
SURANCE COVERAGE AT GROUP RAlrE

(a) DtNrAL Or DDmo'rnO roR EtPLOYaR
CoNTnmuron rTo Plv.-Subsection (I) of
section 162 (relating to dedzction for trade
or business expenses *itvspect to group
health plans) is amendi by rdesignating
paragraph (2) as paragraph (3) and by in-
serting after paragraph (1) the following
new paragraph:

'72) Piaw vsr PROVmI CoNTIIrmD COVZR-
AOE TO CERTI IMDIVIDUAL.--

"(A) IN GExNsREL-No deduction shall be al-
lowed under ts section for expenses paid
or incurred byr : employer for any group
health plan mafntained by an employer
unless all such plans maintained by such
employer meet the continuing coverage re-
qutrements of subsection (k).

"B) Excro70F OR ORrTAN .SMAL EYPLOY-
.R zrc-Subparagrp (A) shall not apply

to any plan described *i section 106(b)(2).t
lb) DENIL or Excwumm ae HGHLyr Cou-

PENSATED INDrvIDuALs.-SecUon 106 (relating
to contributions by enfloyer to accident
and health plans) is amended by inserting
"(a)" before "Gross" and by inserting at the
end thereof the following new subsection.

"(b) Exzo cw FOR HIaLrY COYPzNSa=D
INDIVIDUL WMRE PLAN FALS TO PovN F
CERTAIN CONWMaoG COVERAGE.-

"(1) IN o-S'w -Subsection (a) shall not
apply to any amount contributed by an em-
ployer on behalf of a highly compensated in-
dividual (within the meaning of section
105(h)(5)) to a group health plan main-
tained by an employer unless all such plans
maintained by such employer meet the con-
tinuing coverage requirents of section
162(k).

"(2) ExcPT77on FOR CIrAIn PLANs--Para-
graph I) shall not appiy to any group
health plan established and maintained for
employees by-

"(A) an employer which normally em-
ployed 25 or fewer employees on a typical
business dea during the preceding calendar
year,

"lB) the Government of the United States,
the government of ny State or political sub-
division thereof, or any agency or instru-
mentality of an of the foregoing, or

"{C a church or a convention or associa-
tion of churches which is ecempt fron tax
under section 501, or an orogazatton de-
scribed in section 501(cH3) woh U operat-
ed supervised, or controUled by mn of the
foregoing

Under regulations, rules similar to the rules
of subsections (a) and (b) of section 52 rre-
lating to employers unde- common control)
shall apply for purposes of subparagraph
(A).

"(3) GRouP HEALTII PL.N.-For purposes of
this subsection the term 'group health plan'
has the meaning given such term by section
162(i)(3).

(c) CON7NUINGo COVuRAGr REQUrREQHrNs--
Section 162 is amended by redesignating
subsection (k) as subsection (1) and by in-
serting after subsection Ji) the following new
subsectioi'

"lk) CONTNUmN CONVERAGE REQUIREEIENT
or GRouP HrLThr Pwu&--

"(1) IN GEURAL.--For purposes of subsec-
tion (i)(2) and sction 106(b)(1), a group
health plan meets the requirements of this
subsection only If-

"(A) each quaied beneficiary who would
lose coverage under the plan as a result of a
qualifying event is entitled to elect, within
the 60-day period beginning with the quali-
fying event continuation coverage under
the plan, and

"(B) the plan meets such notification re-
quirements with respect to such election as
the Secretary may prescrib.

"(2) CoNvUA 17oN cOVERAG-.-For pur-
poses of paragraph (1), the term 'continu-
ation coverage' means coverage under the
plan which meets the following requtre-
ments:

"(A) TYPz or BENzmr covRAGo- -The coy-
erage must consis of coverage which is
identical to the coverage which was provid-
ed to the qualified beneficiary immediately
before the qualifying event (taking into ac-
count any changed marital status), except
that-

"ti) such coverage may be modified in the
same manner as such coverage is modifed
for all similarly situated benefictaries for
whom a qualifying event has not occurred
and

"(iI) each qualified beneficiary shall be en-
titled to modify such coverage at the same
time and in the same manner as any other
sitilarly situated benefictary under the
plan

"(B) PERIOD OFr COVRAG--The coverage
must extend for at least the period begin-
ning on the date of the qualifying event and
ending on the earlier of-

"(It the last day of the 18-month period be-
ginning on the date of the first qualtfying
event with respect to the qualified benefici-
ary (or such earlier day as the qualified ben-
eficiary specifies) or

"(ii) the date on which the employer ceases
to provide any group health plan to any em-
ploee.

'"C) PREVMUx RsQUrIrrEMEN-The plan
may require a qualified beneficiary to pay a
premium for the coverage, except that such
premium-

"i) shall not exceed 102 percint of the ap-
plicable premium, and

"Iii) may, at the election of the qualified
beneficiary, be made in monthly install-
ments

"(D) No REQuIREAINS o rIsURLABILTY.-
The coverage may not be conditioned upon,
or discriminate on the basis of lack of, evi-
dence of insurability.

"(3) QUALIFYING zvzN.-For purposes of
this ubsection, the term 'qualifying event'
means with respect to any covered employ-
ee, any of the following events which, but for
subsection (t)(2), result in the los of cover-
age of a qualfied beneficiary:

"tA) The death of the covered emplovyee
"(B) The separation from service of the

covered employee.
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"(C) The divorce or legal separation of the

covered employee from the employee's
spouse.

"(D) The covered employee becoming entt-
tled to benefits under title XVIII of the
Social Security AcL

"(E) A dependent child ceasing to be a de-
pendent child under the generally applicable
requirements of the plan.

"1(4) APPLICABL PREIMUi.-For purposes of
this subsection-

"(A) IN OENERAL.-The term 'applicable
premium' means, with respect to any cover-
age of a qualified beneficiary, the cost to the
plan for the period of the coverage for a
similarly situated beneficiary with respect
to whom a qualifying event has not occurred
(without regard to whether such cost is paid
by the employer or employee).

"(B) SPSCIAL RULE FOR SELFr-ImNSuD
PLANS.-

"(i) IN GENERAL-Except as provided in
clause (it), in the case of a self-insured plan,
the applicable premium for any calendar
year shall be the cost for a similarly situated
beneficiary for the preceding calendar year,
adjusted by the percentage increase or de-
crease in the implicit price deflator of the
gross national product (calculated by the
Department of Commerce and published in
the Survey of Current Business) for the 12-
month period ending on June 30 of such pre-
ceding calendar year.

"(ii) SwL-INSURED PLAN TO USE RESONABLE
ESrMATES WHERE sIGNIFcAN r c --In
any case in which there is any significant
change in coverage under, or in employees
covered by, a sef-insured health plan, an
employer shall determine the employer con-
tribution for any calendar year on the basis
of a reasonable estimate of the cost of pro-
viding coverage To the extent practicable,
such estimate shall be made on an actuarial
basis, and In the making of any such esti-
mate, there shall be taken into account such
factors as may be required under regula-
ttions

"(5) D7,oNmoNS AND sPECAL RuL.--For
purposes of this subsection-

"(A) CovEsReoD MPLoYE.-The term 'cov-
ered employee' means an individual who is
(or was) provided coverage under a group
health plan by virtue of the individual's em-
ployment or previous employment with an
employer.

"(B) QuALmnrD sENsCrrc A.-
"(t) IN sGENEAL-The term 'qualifted bene-

ficiary' means, with respect to a covered em-
plovee under a group health plan, any other
individual who, on the day before the qualt-
fying event for that employee is a benefict-
ary under the plan-

"(I) as the" spouse of the covered employee,
or

"(II) as the dependent child of the employ-
e.

"(iV SPECUIAL RULSE ORtrERMINATIoN&-In
the case of a qualifving event described in
paragraph (3)(B), the term 'qualified benefi-
ciary' includes the covered employee. ':

(d) CONFORMINo ArmxDAwrN.-Paragraph
(1) of section 162(i) is amended by striking
out "General rule" and inserting in lieu
thereof "Coverage relating to end stage renal
disease':

(e) EFFsCrTrv DATES.-
(1) GENERAL RULek-The amendments made

by this section shall apply to plan years be-
ginning on or after July 1, 1986.

(2) SPCIAuL RULE FOR COLLECTIVE BARGAIN-
INGO ARMaN7rs.-In the case of a group
health plan maintained pursuant to one or
more collective bargaining agreements be-
tween employee representatives and one or
more employers ratified before the date of
the enactment of this Act, the amendments
made by this section shall not apply to plan
years beginning before the earlier of-

(A) the date on which the last of the collec-
tive bargaining agreements relating to the
plan terminates (determined without regard
to any extension thereof agreed to after the
date of the enactment of this Act), or

(B) January 1, 1987.
For purposes of subparagraph (A), any plan
amendment made pursuant to a collective
bargaining agreement relating to the plan
which amends the plan solely to conform to
any requirement added by this section shall
not be treated as a termination of such col-
lective bargaining aoreement
SEC. 78U APPLICXlflON OF FRI.GE BENEFIT RULES

T AIRiVNES AND THEIR AMFLL rAT
(a) PFARgL OF ARLIrN EgPLoYEES TREATrD

As ExPLOYES Im APPLYINGa FRING BsNEnm
RULFs--

(1) IN oGEN-AL-Section 132(f) (relating to
certain individuals treated as employees
with respect to certain fringe benefits) is
amended by adding at the end thereof the
following new paragraph:

"(3) SPECAL RULg Fro PARENIS I n sE C.LS
or AIR TRANSPORrArON.-Any use of air
transportation by a parent of an employee
Idetermined without regard to paragraph
(1)(B)) shall be treated as use by the employ-

(2) EGFEcrTrv DA.-The amendment made
by this subsection shall take effect on Janu-
ary 1, 1985.

(b) LINE oF BUSINESS TST FOR AmFIuIAlx
PROVrNa AIRL.NE- rr TD SRvIC .--

(1) IN aowRAL.-Section 132(h) (relating
to special rules) is amended by adding at the
end thereof the followng new paragraph'

"(6) SPgCIo RULr FOR AFPiIATES OZF AR.
LINHM-

"(A) IN ONERAL--lIf-
"(t a qualified affiliate is a member of an

affiliated group another member of which
operdtes an airline, and

"(i) employees of the qualified affiliate
who are directly engaged in providing air-
line-related services are entitled to no-addi-
tional-cost service with respect to air trans-
portation provided by such other member,
then, for purposes of applying paragraph (1)
of subsection (a) to such no-additional-cost
service provided to such employees, such
qualified affilUate shall be treated as en-
gaged in the same line of business as such
other member,

"(B) QUALFED AFrLtTn-For purposes of
this paragraph, the term 'qualified affiliate'
means any corporation which is predomi-
nantly engaged in airline-related services

"(C) AIRLIE-RzLATrD SERvICz&--ror pur-
poses of this paragraph, the term 'airline-re-
lated services' means any of the foUowing
services provided in connection with air
transportation'

"(i) Catering.
"(iti Baggage handling.
"(iii) Ticketing and reservations.
"(il) Flight planning and weather analy-

sis.
"(v) Restaurants and gift shops located at

an atrport.
"(vt) Such other similar services provided

to an airline as the Secretary may prescr7be
"(D) ArFLATEzD GRoUP.-For purposes of

this paragraph, the term 'affiliated group'
has the meaning given such term by section
1504(a) ':

(2) EFrFECTrv DATE.-The amendment made
by this subsection shall take effect on Janu-
ary 1, 1985.

(c) TRANSmIONAL RULs FOR DETRYMINATION
or LINE Or BUSINESS IN C4Se OF AFmILTED
GROUP OPERAT7NG AIRINt--if, as of Septem-
ber 12 1984-

(1) an individual-
(A) was an employee (within the meaning

of section 132 of the Internal Revenue Code
of 1954, including subsection (f) thereof) of
one member of an affiliated group (as de-

fined in section 1504 of such Code), herein-
after referred to as the "first corporation"'
and

(B) .was eligible for no-additional-cost
service in the form of air transportation
provided by another member of such affili-
ated group, hereinafter referred to as the
"second corporation",

(2) at least 50 percent of the individuals
performing service for the first corporation
were or had been employees of or had prevt-
ously performed services for, the second cor-
poration, and

(3) the primary business of the affiliated
group was air transportation of passengers
then, for purposes of applying paragraphs
(1) and (2) of section 132(a) of the Internal
Revenue Code of 1954, with respect to no-ad-
ditional-cost services and qualified employ-
ee discounts provided after December 31,
1984, for such individual by the second cor-
poration, the first corporation shall be treat-
ed as engaged in the same air transporta-
tion line of business as the second corpora-
tion. For purposes of the preceding sentence,
an employee of the second corporation who
is performing services for the first corpora-
tion shall also be treated as an employee of
the first corporation.
SEC 7s8 TAX TRA zArMvr OF FACULT HOUSIJNC

(a) IN GErNERA-Section 119 (relating to
meals or lodging furnished for the conven-
tenee of the employer) is amended by adding
at the end thereof the following new subsec-
tion:

"(d) LODGING FURNIHD BY CERTAIx EDu-
cA7ONAL INST7TmUIO TO EMP WoYM-

"(1) IN oGNERAL--For purposes of deter-
mining under section 61 the amount tnclud-
ible in gross income for any taxable year
with respect to qualified campus lodging
furnished to an employee of an educational
Institution the value of the use of such lodg-
ing shall be treated as not greater than 5
percent of the appraised value of such lodg-
ing for such taxable year.

"(2) PARAGRAPH (z) ONLY To APPLY IF QuAIl-
PID IPPRIsAL--Paragraph (1) shall apply
only if the appraised value is determined by
an appraisal which meets such requirements
as the Secretary may prescribe.

"(3) QuALIrED CAMPUS LoDOrNO.-For pur-
poses of this subsection, the term 'qualified
campus lodging' means lodging to which
subsection taJ does not apply and which is-

"(A) located on, or in the proximity of, a
campus of the educational institution, and

"(B) furnished to the employee, his spouse,
or any of his dependents by or on behalf of
such institution for use as a residence

"(4) EDUCArI ALONAL Lv'NTr ON.-For pur-
poses of this subsection, the term 'educaton-
al institution' means an institution de-
scribed in section 170(b)(1)(A)lit.':

(b) EmrFCTvV DAr--The amendment
made by subsection (a) shall apply to tax-
able years beginning after December 31,
1985.
SEC M75 CERTAIN INSOLVENT TAXPAYERS AL-

LOWED TO REDUCE CAPITAL GAINS
PREFERENCE ITEM FOR PURPOSES OF
H71 INDIVIDUAL MINIMUM 7ALX

(a) IN GENERAL--Pararaph (9) of section
57(a) (relating to capital gains as items of
tax preference) is amended by adding at the
end thereof the following new subparagraph.

"(E) SPECIAL RULE FOR CERTAIN INSOLVENT
TAXPAYERS.-

"(t) IN oENRLRA.-Th- amount of the tax
preference under subparagraph (A) shall be
reduced (but not below zero) by the excess (if
any) of-

"(I) the applicable percentage of gain from
any Insolvency transaction, over

"(II) the applicable percentage of any loss
from any insolvency transaction which off-
sets such gain.
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'"ii) REDUCuON IMTmD o0 AOOUNT or IN-

soLvENCY.-The amount of the reduction de-
termined under clause i shall not exceed
the amount by which the taxpayer is insol-
vent immediately before the transaction (re-
duced by any portion of such amount previ-
ously taken into account under this clause).

"(iii) INSOLVEKCY 7tI4WAC2TON.-For pur-
poses of this subparagraph, the term inwol-
vency transaction' mean--

"(I) the transfer by a taxpayer of real
property used by the taxpayer in the active
conduct of a trade or business of the taxpay-
er to a creditor in cancellation of indebted-
ness, or

"(11) the sale or exchange by the taxpayer
of property described in subdause (11 under
the threat offoreclosure,
but only if the taxpayer is itnolvent immedt-
ately before such transaction

"(iv) INSOLVN.F-For purposes of this sub-
paragraph, the term Nnsolvent' means the
excess of liabilities over the fair market
value of assets

"(V) APPLItCLIBi PERCENTrAGO -For purposes
of this subparagraph, the term 'applicable
percentage' means that percentage of net
capital gain with respect to which a deduc-
tion is aUowed under section 12021ta. '

(b) Es scrrvn Dsr--Tke amendment
made by this section shall apply to transfe
or sales or exchanges made after December
31, 1981, in taxable years ending after such
date.
SEC 7 R7EA TnENT OF CGRTAIN POLUM ON CON-

TROL BONDS
(a) sGENar. RuLzL-For purposes of sub-

paragraph (F) of section 103(b)(4) of the In-
ternal Revenue Code of 1954 (relating to pol-
lution control facilities), any obligation
issued after December 31, 1985, shall be
treated as described in such subparagrap if
it is part of an issue substantially all of the
proceeds of which are used by a qualified re-
gional pollution control authority to ac-
quire existing air or water pollution control
facilities which the authority itself will op-
erate in order to maintain or improve con-
trol of pollutants. The provisions of section
103(b)t17) of such Code (relating to prohibi-
tion on acquisition of existing property not
permitted) shall not apply to any obligation
described in the preceding sentence

(b) $200,000,000 LtmTrsAto.-The aggre-
gate amount of obligations to which subsec-
ttion (a) applies shall not exceed
$200,000,000, except that the amount of such
obligations issued during calendar year
1986 to which subsection (a) applie shall
not exceed 5100,000,000.

(c) RTRxcrroms.-S- bsection (a) shall
apply only if-

(1) the amount paid (directly or indirect-
ly) for the factlities does not exceed their
fair market value,

(2) the fees or charges imposed (directly or
indirectly) on any seller for the use of any
facilities after the sale are not les than the
amounts charged for the use of such facili-
ties to persons other than the seller,

(3) the original use of the facilities ac-
quired with the proceeds of such obligations
commenced before September 3, 1982, and

(4) no person other than the qualtifed re-
gional pollution control authority is consid-
ered after the sale as the owner of the facili-
ties for purposes of Federal income taxes.

(Id QucrnmD RELroNAL POLLmUON COm-
TROL A rHoRrry DNs.o.-For purposes of
this section, the term "qualiftied regional
pollution control authority" means an au-
thority which-

(1) is a political subdivision created by
State law to control air or water pollution

(2) has within its jurisdictional bound
aries all or part of at least 2 counties (or
equivalent political subdivisionr),

(3) operates air or water pollution control
factlitte, and

(4) was created on September 1, 1969.
(e) RxPsa or SgcTon 103(b)(11).-Para-

graph (11) of section 103(b) is hereby re-
pealed
SEC rt. TREATMENT OF Tg NTI7NG OF GAINS

AND LOSSES BY COOPERAT IV

(a) IN GENSrSRA-Section 1388 (relating to
definitions and special rules applicable to
cooperatives) is amended by redesignating
subsection (Ji as subsection (kJ and by in-
serting after subsection lii the following new
subsection:

"(ji SPECAL RULES FOR THE NsT7rNr Ow
GANs AND Loew BY CooPRxTrI--For
purposes of this subchapter, in the case of
any organization to which part I of this sub-
chapter appliec--

"11) OPrnoN _o or PruaoNAoG GrIN
AD LOSSES P5RYnIr--ThC net earnings of
such organization may, at its option, be de-
termined by offsetting patronage losses (in-
cluding any patronage loss carried to such
year) which are attributable to 1 or more al-
location units (whether such units are func-
tional, divisional, departmental, geograph-
ic, or otherwise) against patronage earnings
of I or more other such allocation units.

"(2) CERTwN NErn'N RDr pNfxl'D AFPR
SECrTON 51 n .iacno -.Vlf such an orga-
nization acquitres the assm of another such
organization in a transaction described in
section 381(a) and exercises its option under
paragraph (1i, the acquiring organization
may not, in computing its net earnings for
taxable years endng after the date of acqui-
sition, offset koses of 1 or more allocation
units of the ao*quring or acquired organiza-
tion against earnings of the acquired or ac-
quiring organizaot, respectively, to the
extent that-

"(A) such earnings are not property alloca-
ble to periods after the date of acquisition,
and

"(B) such earnings could not have been
offset by such losses if such earnings and
losses had been derived from allocation
units of the same organitmionr

"(3) No7cz REQ URmL~_W-
"(A) IN GENrAL-- In the ae of any orga-

nization which exercises its option under
paragraph- (1) for any taxable year, such or-
ganization shall on or before the 15th day of
the 9th month following the close of such
taxable year, provide to its patrons a writ-
ten notice which-

"(i) states that the organization has offset
earnings and loka from 1 or more of its al-
location units and Jat such offset may have
affected the amount which is being distrtb-
uted to its patrons,

"(it) states generally the identity of the off-
setting allocation units, and

"(itiJ states briefIy what rights, if any, its
patrons may have to additional financial
information of such oranizmation under
terms of its charter, artile of incorpora-
tion, or bylaws, or under w provision of
law.

"(B) CERTAIN INFORMATION NEED NOT BE PRO-
VDEo.--An organization may exclude from
the information required to be provided
under claus (iW of subparagraph (A) any
detailed or specifc data regarding earnings
or losses of such aits which such organiza-
tion determines would disclose commercial-
ly sensitive information which-

"'ti could result in a competitive disad-
vantage to such organization, or

"(ti) could create a competitive advantage
to the beneft of a competitor of such organt-
zation.

"C) FAILURE rt PROVN SVrCrwvT
mNomcs--lf the Secretary determines that an
organization failed to provide fjFicient
notice under this paragraph-

"¢ti the Secretary shall notify such organi-
zation, and

"(ii) such organization shall, upon receipt
of such notifcation, provide to its patrons a
revised notice meeting the requirements of
this paragraph.
Any such failure ahllo t affect the treat-
ment of the orga t under any provi-
sion of this subchap tet_ 521.

"(4) PATRONIAOE ARlINGS OR LOSSE DE-
rmnFuN-For purposes of this subsection, the
terms 'patronage earnings' and 'patronage
losses' means earnings and losses, respec-
tively, which are derived from business done
with or for patrons of the organtzation ':

(b) TAX-EXMPTr STATUr NOT AFFECErD BY
Nserrmo.-Section 521(b) (relating to appli-
cable rules) is amended by adding at the end
thereof the following new paragraph-

"(6) NEmwN or Losss--Exemption shall
not be denied any such association because
such association computes its net earnings
for purposes of determining any amount
available for distribution to patrons in the
manner described in paragraph (1) of sec-
tion 1388(j).':

(C) EF-CTIVE DATXs.-
(1) IN GENERAL-E-ept as provided in

paragraph (2), the amenmaents made by
this section shall apply to taxable years be-
ginning after December 31, 1962.

(2) NOTlFCA7ON REQ UREmENTr.-The provi-
stons of section 1388(j)(3) of the Internal
Revenue Code of 1954 (as added by subsec-
tion (a)) shall apply to taxable years begin-
ning on or after the date of the enactment of
this Act

13) No l.mm-c-Nothing in the
amendments made by this section shall be
construed to infer Utt a change in law is
intended as to wuhethr any patronage earn-
ings may or may not be offset by nonpatron-
age losses, and any determination of such
issue shall be made as if such amendments
had not been enacte&
SEC 78& ALLOCATION UNDER SECTION Msi OF RE-

SEARCM AND EXPERIMENTAL EXPEND-

Subsection (c)(1) of section 126 of the Defi-
cit Reduction Act of 1984 is amended by
striking out "1985" and inserting in lieu
thereof "1986':

PART 2-SUPERFUND
SEC 78 SHORT r nTL

This part may be cited as the "Superfund
Revenue Act of 1985".
SEC 15DA. 5-YEAR EXTENSION OF FAX ON PGROLE-

UN AND CERTAIN CWENICALS, CER-
TAIN SEYXPIONAS

W( 5- YR ExTrsoNN; TERMINATION 17
FuNvS UNSPzNT OR $7,500,000,000 COLcET-
ED.-

(1) I aorsEmAL-Subsection (d of section
4611 (relating to termination) is amended to
read as follows.

"(d) TERMNrATrwO.-
"1) IN OE-Rui-Except as otherwise pro-

vided in this section, the tax imposed by this
subsection shall not apply after September
30, 1990.

-'(2) No TAX 1r UNOBLOA7D BALANCE IN
rFUr rS MORE nTAN CERTAIN OUNTr.-If, on
September 30, 1988, or September 30, 1989-

"(A) the unobligated balance in the Haz-
ardous Substance Superfund exceeds
$2,225,000,000 or $3,000,000,000, respective-
Iy, and

"(B) the Secretary, after consultation with
the Administrator of the Environmental
Protection Agency, determines that such un-
obligated balance will exceed $2225,000,000,
or $3,000,000,000 on September 30, 1989, or
September 30, 1990, respectively, if no tax is
imposed under section 4001, 4611, or 4661
during calendar year 1989 or 1990, respec-
tively,
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then no tax shall be imposed under this sec-
lion during calendar year 1989 or 1990, as
the case may be.

"(3) No tax if amounts collected exceed
$ 7,500,000,000.-

"(A) ESTIMATES BY SECRETARY.-The Secre-

tary as of the close of each calendar quarter
(and at such other times as the Secretary de-
termines appropriate) shall make an esti-
mate of-

"li) the amount of taxes which will be col-
lected under sections 4001, 4611, and 4661
and credited to the Hazardous Substance
Superfund, and

"(ii) the amount of interest which will be
credited to such Fund under section
9602(b)(3),
during the period beginning October 1, 1985,
and ending September 30, 1990.

"(B) TERMINATION IF S7,500,000,000 CREDITED

BEFORE SEPTEMBER 30, 1990.-If the Secretary
estimates under subparagraph (A) that more
than $7,500,000,000 will be credited to the
Fund before September 30, 1990, no tax shall
be imposed under this section after the date
on which the Secretary estimates
$7,500,000,000 will be so credited to the
Fund.

"(4) PROCEDURES FOR TERMINATION.-The
Secretary shall by regulation provide proce-
dures for the termination under paragraph
(2) or (3) of the tax under this section and
section 4661. ".

(2) CONFORMniN AMENDMNT.- -Section 303
of the Comprehensive Environmental Re-
sponse, Compensation, and Liability Act of
1980 (relating to expiration of revenue pro-
visions) is repealed.

(b) ExsmPToN FOR EXPORTs or TAXABLE
CHEMICALS.-

(1) IN GENERAL--Section 4662 (relating to
definitions and special rules) is amended by
redesignating subsection (e) as subsection
(f) and by inserting after subsection (d) the
following new subsection.

"(e) EXEMPTION FOR EXPORTS OF TAxABLE
C;sEM/ICALS.-

"(1) TAX-FREE SALES.--
"(A) IN GENERAL-No tax shall be imposed

under section 4661 on the sale by the manu-
facturer or producer of any taxable chemical
for export, orfor resale by the purchaser to a
second purchaser for ezport.

"(B) PROOF OF EXPORT REQUIRED.-Rules

similar to the rules-of section 4221(b) shall
apply for purposes of subparagraph (A).

"(2) CREDIT OR REFUND WhtRE TAX PAID--
"(A) IN GENERAL-Except as provided in

subparagraph (B), If-
"(i) a tax under section 4661 was paid

with respect to any taxable chemical, and
"(ii) such chemical was exported by any

person,
credit or refund (without interest) of such
tax shall be allowed or made to the person
who paid such tax

"(B) CONDITION TO ALLOWANCL--No credit

or refund shall be allowed or made under
subparagraph (A) unless the person who
paid the tax establishes that such person-

"ti) has repaid or agreed to repay the
amount of the tax to the person who export-
ed the taxable chemical, or

"(ii) has obtained the written consent of
such ezxporter to the allowance of the credit
or the making of the refund.

"(3) REGOULATION.-The Secretary shall
prescribe such regulations as may be neces-
sary to carry out the purposes of this subsec-
tion. ':

(2) REFUND OR CREDIT.-Paragraph (1) of
section 4662(d) (relating to refund or credit
for certain uses) is amended-

(A) by striking out "the sale of which by
such person would be taxable under such
section" in subparagraph (B) and inserting
in lieu thereof "which is a taxable chemi-
cal", and

(B) by striking out "imposed by such sec-
tion on the other substance manufactured or
produced" in the last sentence and inserting
in lieu thereof "imposed by such section on
the other substance manufactured or pro-
duced (or which would have been imposed
by such section on such other substance but
for subsection (e) of this section)".

(Ic EXEMPT7ON FOR CERTAIN RECYCLED
CHEMICALS.-

(1) IN GENERAL.-Section 4662(b) (relating
to exceptions and other special rules) is
amended by adding at the end thereof the
following new paragrdph'

"(7) RECYCLED CHROMIUM, COBALT, AND
NICKEL.--

"(A) IN OENERAL--No tax shall be imposed
under section 4661(a) on any chromium,
cobalt, or nickel which is diverted or recov-
ered from a"y solid waste as part of a recy-
cling proes (and not as part of the original
manufafttrtng or production process).

"(B) EXCEPTrN FOR mIPORTs.-This para-
graph shall not apply to the sale of any chro-
mium, cobalt or nickel which is diverted or
recovered outside the United States and then
imported into the United States

"(C) CERTAIN PERSONS NOT ELIOIBLE.-
"(i) IN GcNERAL-This paragraph shall not

apply to any taxpayer during any period
during which the taxpayer is a potentially
responsible party for a site which is listed
on the National Priorities List published by
the Environmental Protection Agency under
section 105 of the Comprehenstve Environ-
mental Response, Compensation, and Li-
ability Act of 1980, except that such period
shall not begin until the Administrator of
the Environmental Protection Agency noti-
fies the taxpayer that the taxpayer is such a
party.

"(ii) EXCEPTION WHERE TAXPAMER IS IN COM-
PLIANCs.-Clause (i) shall not'apply to any
portion of the period during which the tax-
payer is in compliance with each order,
decree, or judgment issued against the tax-
payer with respect to the site in any action
or proceeding under the Comprehensive En-
vironmental Response Compensation, and
Liability Act of 1980, the Solid Waste Dis-
posal Act, or both.

"(D; SOLID wsm--For purposes of this
paragraph, the term 'solid waste' has the
meaning given such term by section 1004 of
the Solid Waste Disposal Act, except that
such term shall not include any byproduct
coproduct, or other waste from any process
of smelting, refining, or otherwise extracting
any metaL "

(2) CREDiT OR REUND.-Parograph (1) of
section 4662(d), as amended by subsection
(b)t2), is amended by inserting "(b)(7) or"
before "(e)" in the last sentence thereof.
(d) TAx EXrEMPToN FOR ANIMAL FEED SUB-

STANCES. --
(1) IN OGEhRA.L-Subsection (b) of section

4662 (relating to definitions and special
rules with respect to the tax on certain
chemicals), as amended by subsection (c)(l),
is amended by adding at the end thereof the
following paragraph.

"(8) SUBSTANCES USED IN r7E PRODUCTION OF
ANIMAL FEE-

"(A) IN GENERAL-In the case of nitric
acid, sulfuric acid, ammonia, or methane
used to produce ammonia, which is a quali-
flied animal feed substance, no tax shall be
imposed under section 4661(a).

"(B) QUALIFIED ANIMAL FEED SUBSTANC.--
For purposes of this section, the term 'quali-
flied animal feed substance' means any sub-
stance-

"(i) used in a qualified animal feed use by
the manufacturer, producer or importer,

"(ii) sold for use by any purchaser in a
qualified animal feed use, or

"(iii) sold for resale by any purchaser for
use, or resale for ultimate use, in a qualifted
animal feed use.
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"tC) QUALIFIED ANIMA. FEED USE.-The term

'qualified animal feed use' means any use in
the manufacture or production of animal
feed or animal feed supplements, or of ingre-
dients used in animal feed or animal feed
supplements.

"(D) TAXATION OF NONQuALrmED SALE OR
usE.-For purposes of section 4661(a), if no
tax was imposed by such section on the sale
or use of any chemical by reason of subpara-
graph (A), the first person who sells or uses
such chemical other than in a sale or use de-
scribed in subparagraph (A) shall be treated
as the manufacturer of such chemical."

(2) REFUND OR CRSDIr FOR SUBsrANCES USED
IN THE PRODUC77ION OF ANMAL FEED.--SUbeC-
tion (d) of section 4662 (relating to refunds
and credits with respect to the tax on cer-
tain chemicals) is amended by adding at the
end thereof the following new paragraph:

"(4) USE IN THE PRODUCTION OF ANIMAL
FEED.-Under regulations prescribed by the
Secretary, tf-

"(A) a tax under section 4661 was paid
with respect to nitric acid, sulfuric acid,
ammonia, or methane used to produce am-
monia, without regard to subsection (b)(8),
and

"(B) any person uses such substance as a
qualified animal feed substance,
then an amount equal to the excess of the
tax so paid over the tax determined with
regard to subsection (b)(8) shall be allowed
as a credit or refund (without interest) to
such person in the same manner as if it were
an overpayment of tax imposed by this sec-
tion. "

(e) CERTAIN EXCJALNGE BY TAXPAYERS NOT
TREATED As SLer -SbsCtiCon tc) of section
4662 (relating to use by manufacturers) is
amended to read as follows

"(c) USE AND CERTAIN EXCHANOES BY MANU-
FACTURER, ETC.-

"(1) Uss rRA rs s sALs--Except as pro-
vided in subsection (b), if any person manu-
factures, produces, or imports any taxable
chemical and uses such chemical, then such
person shall be liable for tax under section
4661 in the same manner as if such chemical
were sold by such person.

"(2) SPsCIAL RULES FOR INaVENORY LX-
CHANHOES.-

"(A) IN OENERAL-Except as provided in
this paragraph, in any case in which a man-
ufaCturer, producer, or importer of a taxable
chemical exchanges such chemical as part of
a inventory exchange with another person-

"ti) such exchange shall not be treated as a
sale, and

"iit) such other person shall, for purposes
of section 4661, be treated as the manufac-
turer, producer, or importer of such chemi-
cal

"(B) EXCEPTIrroN FR EXCHANGES WHER RE-
CIPIEINT NOT TAxABLL-SubPrm raPh (A)
shall not apply to any inventory exchange if
the person receiving the taxable chemical
would not be subject to tax on the sale of
such chemical (other than by reason of sub-
section (bi).

"(C) RZOISTRATION REQuTIREmIT.-Sub-
paragraph (A) hall not apply to any inven-
tory exchange unless--

"it) both parties are registered with the
Secretary as manufacturers, producers, or
importers of taxable chemicals and

"(ii) the person receiving the taxable
chemical has, at such time as the Secretary
may prescribe, notified the manufacturer,
producer, or importer of such person's regis-
tration number and the internal revenue
district in which such person is registered

"(D) INVENTORY rxCmAN-.-For purposes
of this paragraph, the term 'inventory ex-
change' means an exchange in which a
person exchanges property which, in the
hands of such person, is property described
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in section 1221(1) for property of another
person which, in such other person's hands,
is so described"d

(f) EECTIvE DATE.-
(1) IN GENERAL--Except as provided in

paragraph (2), the amendments made by
this section shall take effect on October 1,
1985.

(2) INvENTOR Y EXCHANGES.--
(A) IN GaNERAL--Except as provided in

subparagraphs (B) and (C), the amendment
made by subsection (e) shall apply as if in-
cluded in the amendments made by section
211 of the Hazardous Substance Response
Revenue Act of 1980.

(B) EXCEPTION WHERE MANUFACTURER PAID
rTA.-In the case of any inventory exchange
before January 1, 1986, the amendment
made by subsection (e) shall not apply if the
manufacturer, producer, or importer treated
such exchange as a sale for purposes of sec-
tion 4661 of the Internal Revenue Code of
1954 and paid the tax imposed by such sec-
tion.

(C) RZOGTRAsr7ON REQUIRENTs.-Section
4662(c)(2)(C) bf such Code (as added by sub-
section (e)) shall apply to exchanges made
after December 31, 1985.
SEC. nSB. IMPOSITION OF SUPERFUND EXCISE TAX.

(a) IN GENERAL-Subtite D (relating to
miscellaneous excise taxes) is amended by
inserting before chapter 31 the following
new chapter

"CHAPTER 39-SUPERFUND EXCISE TAX
"SUCHAPTER A. Imposition of tax.

"SUBcHAPTER B. Taxable transaction -
"SUBCHmrPTR C. Taxable amount, exempt

transactions, credit against
taz

"SUBCHAPTER D. Administration.
"SuBcHAPTR E. Definitions, special rules

"Subchapter A-Imposltion of Tax
"Sec 4001. Imposition of tax

"Sec. 4002. Termination
"SEC 1I. IMPOSITION OF TAX.

"(a) GENERAL RuLv.-A tax is-hereby im-
posed on each taxable transaction.

"(b) AsoUNT OF TAX,-Except as otherwise
provided in this chapter, the amount of the
tax shall be .08 percent of the taxable
amount
"SEC 4" TERMINATION.

"ta) IN GENERAL--No tax shall be imposed
under this section after December 31, 1990.

"(b) No TAX rr FUNDS UNSPENT OR
$7,500,000,000 COLLEcTED.-No tax shall be
imposed under subsection (a) during any
period during which no tax is imposed
under section 4611(a) by reason of para-
graph (2) or (3) of section 4611(d), except
that section 4611(d)(3) shall for purposes of
this subsection, be applied by substituting
'December 31, 1990'for 'September 30, 1990'
each place it appears

"(C) PROCEDURES FOR TERYINATION.-
"(1) PRORATION OVER TAXABLE PERIOD.-In

the case of any taxable period which begins
before and ends after the date of any termi-
nation under this section, the tax imposed
by section 4001 (and the credit allowable
under section 4013) for such taxable period
shall be equal to an amount which bears the
same ratio of the amount of such tax (and
credit) for such taxable period (determined
without regard to the termination) as-

"(A) the number of days in such taxable
period up to and including the date of ter-
mination, bears to

"(B) the number of days in such taxable
period.

"(2) OTHER PROCEDUREs.-The Secretary
shall by regulation provide such procedures
for a termination under this section as the
Secretary determines necessary.

"Subchaper B-Txable Transaction
"Sec. 4003. Taxable transaction.
"Sec 4004. Taxable person.
"SEC E4. TAXABLE TRANSACTION.

"(a) IN GENERAL-For purposes of this
chapter, the term 'taxable transaction'
means-

"(1) the sale or leasing of tangible personal
property in the United States by a taxable
person in connection with a trade or busi-
ness, or

"(2) the importing of tangrboe personal
property into the customs territory of the
United States by a taxable p'rson

"(b) ExEZPT TRAPNSAc' O-For exempt
transactions, see section 401&
"SEC E49. TAXABLE PERSON.

"Except as otherwise provided in this
chapter, for purposes of this chapter, the
term 'taxable person' means-

"(1) in the case of a taxable transaction
described in paragraph (1) of section
4003(a)-

"(A) the manufacturer of the tangible per-
sonal property, or

"(B) any person who included the costs of
the tangible personal property in such per-
son's qualified itnsvry costs, and

"(2) in the case of a taxable transaction
described in paragraph (2) of section
4003(a), the importer of the tangible person-
al property.

"Subckapter C-Taxable Ao*nt; Exempt
Trruseetdie Credit Agalnst Tax

"Se. 4011. Taxable amount
"Sec 4012. Exempt traog1tions.
"Sec. 4013. Credit agafino*- , oen sales and

leases.
"SEC lII). TAXABLE AMOUNT.

"(a) SALs-FoP purposes of this chapter,
the taxable amount for any sale shall be the
price (in money or fair market value of
other consideration) charged the purchaser
of the property by the seller thereof-

"(1) including items payable to the seller
with respect tsuch transaction, but

"(2) exclUdg4-the tax imposed by section
4001 with respe* such trogsaction.

"(b) ImPORT-- purposes of this chap-
ter, the taxable amount in the case of any
import shall be-

"(1) the customs balue plus customs duties'
and any other duties which may be imposed,
or

"(2) if there is no such customs value, the
fair' market value (deterined as if the im-
porter had sold the propertyl,

"(c) LEASES.-For purpos&&( this chapter,
the taxable amount in thecbse of any lease
shall be the gross payments under the leas&

"(d) CONTAINERS, PACEING AND TRANSPORTA-
77ON CHARGES, CONSTrRCTIVE SALES PRICE.-
Under regulations, rules similar to the rules
of subsections (a) and (b) of section 4216 (re-
lating to container, packing and transpor-
tation charges, W and constructive sales
price) shall apply Qi computing the taxable
amount

"(e) SPECIAL RULE W rHEE SALE OR LEASE
PAYMENTS RECEIVED IN MORE THAN 1 TAXABLE
PERIOD.-

"(1) SALES--In the case of a sale where the
consideration is received 0b the seller in
more than 1 taxable period, the taxable
amount for each such taxable period shall
include that portion of the taxable amount
which is includible in the gross income of
the taxable person for purposes of chapter 1
for taxable years ending with or within such
taxable period (Or would be so includible if
it were not eeludable from gross income).

"(2) LEssr.-In the case of a lease with a
term which~ i~ more than 1 taxable
period, the t 'dgmount for each such
taxable period hall include the gross lease

payments received by the taxable person
during such 4tazable peiod
"SEC 41it EXEMPT TRANSACTIONS

"(a) IMPORTS or $10,000 OR Lsss.-No tax
shall be imposed under section 4001 on ar/_
tangible personal property imported o. . ..
customs territory of the United iS
part of a shipment (within the meantn-
section 498(1) of the Tariff Act of 1930; 19
U.S.C. 1498(1)) the aggregate taxable
amount of which is $10.000 or less

'"b) EXPoRTs.-Under reguthtions, no tax
shall be imposed under section 4001 on the
sale of any property which is to be exported
outside the United States.

"(c) GOVRNMENTAL ENTITIES AND EXEYPT
ORGANIZATIONS EXEMPT FROM TAX ON SALES
AND LASEs.--

"t() GovsRNMErNTAL ENrTIEs.--No tax shall
be imposed under section 4001 on the sale or
leasing. of any tangible personal property by
the United States, any State or political sub-
division, the District of Columbia, a Com-
monwealth or possession of the United
States, or any. agency or instrumentality of
any of the foregoing.

"(2) ExEMPT oRoANIZArONS.-No tax shall
be imposed under section 4001 on the sale or
leasing of any tangible personal property by
any organization which is exempt from tax-
ation under chapter 1 by reason of section
501(a), unless the taxable transaction is part
of an unrelated trade or business twithin the
meaning of section 513).
'SEC 491. CREDIT AGAINST TAX ON SALES AND

LEASES
"(a) GENERAL BULz.-There shall be al-

lowed as a credit against the tax imposed by
section 4001 for any taxable period on tax-
able transactions escribed in paragraph (1)
of section 4003(a) an amount equal to the
greater of-

"(1) .08 percent of the qualified inventory.
costs of the taxable person for the taxable
period, or

"(2) the amount of the tax imposed by sec-
tion 4001 on such taxable transactions to
the extent such amount does not exceed
$4,000.

"(b) LjfTATION BASSD ON TAX LIABm=ITY;
CARRYroRwARD OF Excess CREDIT.-

"(1) LIMITATION BASED ON AMOUNT OF TAX..-
The amount of the credit allowed by subsec-
tion (a) for any taxable period shall not
exceed the liability for tax imposed by sec-
tion 4001 for such period.

"(2) CARRYFORWARD OF EXCESS CREDIT.-If
the credit allowable under subsection (a) for
any taxable period exceeds the limitation
imposed by paragraph (1), such credit shall
be carried to the succeeding taxable period
and added to the credit allowable under sub-
section (a) for such succeeding taxable
period

"(c) QUALED INVENTORY COSrs.-For pur-
poses of this chapter-

"(1) IN GENERAL-Except as provided in
paragraph (2), the term 'qualified inventory
costs' means, with respect to any taxable
period, the costs of tangible personal proper-
ty which-

"(A) are allocable to the inventory of a
manufacturer under the full absorption
method of accounting under section 471,
and

"(B) are paid or incurred by the taxable
person during such taxable period.

"(2) SPECIAL RULE--For purposes of this
subsection-

"(A) EXPENSINO RATHER THAN DEPIECIATION
OR AMORIZATON.- -The qualified inventory
costs of any taxpayer for any taxable period
shall, in lieu of any allowance for deprecia-
tion or amortization include any amount
paid or incurred during such taxable period
for tangible personal property acquired or
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leased incident to, and ne(essry , p e-
duction or manufacturing operaowr oe-
processes.

"fBk TAPLA YERS GsrN MN.ETmoD6 ep ac-
COWNTN4a OTHER THlN TME FLL AB&SOUo
manto.-I-n the case of a taxable pera
uaina a method of accounting other than tie
hAsI aborpon me used in determnni
the inventor- cF a mnaItacturer under a
tionL 471, the quaTife inventar- costs of
such person shall, except ao lPoided in MP-
ulations inclWde only LL etA t ncltd
in the inventory of a mazu=ejer under
such full absorption methed.

"(C) PROPERTY MANUFAC7R IOjR LEA5s zY
mA.UrfACRURvER-For purposes oJ computing
quafied inventory costs, any tfibAdW per-
sonal property which is manufdacta or
lease by the manufacturer shall be treated in
the same manner as pmperty which is man-
ufactured for sale by ti mansfacturer.

"(d) SPECiL RuLs z oa TAXPA YERS UNDER
Coausr CoaeroL--

"61) IN GUsaL -All Penous wh ich are-
"(A) members of the sam controlled groP

of corporations (within th meaning of see-
ttan 52(a)), or

"'t) under commn control (within fht
nean:ng of section 52t1,.
shalt be treated as I person for purposes of
appling the U$aG1 amount under subsec-
tion (a)2l

'72') ALLrocTIO OF 4,ooo.--The $4,000
amount under subsection (a2 shall be al-
located among persons described in para-
graph r' in sucl manner as the Secretary
may prescribe by regulations.

"SubhopSter D--Admnlraltion
"See. 492:t Liab66Ukt fr tax
"Sec. 402l_ itam rrqirement taxable

pv - ab e positwrry require-
men ts.

'"ee 40t~ 1sations.
"SF 4 f. tABItJT rPOR rAX.

"The taxable person shall be liable for the
tar impnoedf fy section 4001.
-SEC 4.2. WRULV ME41UIREME, rTAXABLE

PERtt II DFP)ITARY REQI'IREMENM
"(a) REsURN REQ UIREAfENT.-
"rrJ mv ErNRAr.-E. cept as proDvded in

this subsection, eacA taxable person shall
file a retura of the tax imposed by section
400T jr anU taxable period not later than-

7rA7 tle due date (incling extestons)
forflflng tMe taxpayer's return of tax under
chapter 1, or

'(HB if there is no ret"ur of tax under
chapter r, te dae d'ate (including exten-
siansr utcder chapter I for a taxable year
whrich is t2ecuerdtr year.
'Y"2' EXcgrnoi FOR SALES OR LsABEs or

$ss,oo,oo0 O-R rSS.-A taxable person shalI
not be required' tO ffle a return for any tax-
able period for taxable transactions de-
scribed in pura'grapt ( of rsectton 4003(a) if
the aggregate taxable amount fJr such trans-
actions ts UF00I"0Wr tes&s

"t39' Or7S, ECFPTrONS.--The Secretary
may bV reiulgtion exempt any taxable.
persn frm the requirement of paragraph
(1).

"(N IWeA rBLEPE£OD;--Or purposes of this
ckater, te term 'taablepertod' means-

"Ir) tMre etbxae peramsr taxable year for
purposes of chapter 1, or

'"?2P ff tUtere fs no teaxce year for purposes
of chapter , Me cskr~-dr year.

',e) DEIrrAxl RZ'ursreNs7. -
"(1) IN GENERAL.-In the case of any person

oit respect to woom a tox is imposed under
s £ction 01 for a t Ceteblr period on wnr
tweabt tVusetftn descrtbed in Perarwpt
(I/ o seet'rfn mIet), sueh person shalt
nake qirrterlk rpoeif of thi etlmated
amowmt e sleh .tr Ma the s'meeee*ng tar-
a&t pwerfo

"(2) SPzCIAL RU1z FOR Isr TAXABLE
PRIoD.-Notwithstanlding paragaph l, a
deposit shall be required for tJhfrst turamW
period of any taxable person to wkhich
chapter applies if the 9ross receipts of iA
person during the first taxable year laig
before such taxable period from the sale or
leasing of tangible personal property uma4-
factured by such person exceed $50,o00aaaaL
"SEC 42 REGCtLA t OA

"The Secretary shall prescribe such ngui
ttons as mar be necessary to carry out te
purposes of this chapter

"Subchapter E-D-eA.* Special utl
"1 0.31L DeftintionS' speeial rules
"SEC. 01. DEFENffON5& mwSPt NRLh

"(a) MANUFACTURNG.-Pl r psrposes of t/tt*

'qt1 PROZDUCTON ivzrua- 7the term
'manufacturing' inclu*s te prdtaftifn of
tmft personal proest; f*cjSano raw

"(2) CERTAIN AcTvrrnEs oTr INCLtP INm
zp URwrL.-The term *Wmmfaftr*ng'
does not include-

"4t the furnishingO o t s t~wamfdntal
tb&orage or t rnsporta4 prprropt

"(B) the prepraton 4 C t*2n restau-
rent or otlAr tail food ato nhmerd or

"(C) the iuc*esntal Pre- om of proper-
ty by a rt Or wholesahr thluding rou.
tine assemblage).

"(bl MaWUREL--FoE purposes of this
chapter, tha 'm. anuf/ctuer' includes
any prodiuc tangible personal property
(including I natertals), but does not in-
clude any pe lonuctitr aer ctrit ee-
scribe* in sauki-m (a)(2).

"(c) PgRso4For purpose e this chapter,
the term 'peson' includes an geenmental
entity.

'7t) UNrrE& SrTS-s-For puspose af this
chapter. te term 'Untted Staee.t when used
in a geographical sense, lidt e a. Com-
monweatl and any posseasia tfl Uniled
State&

"rer TANGIBLE PERSNo&L PRQOzB-2-For
puroases of this chaptetr Me ten. 'tangibte
personal property' does uo irncket unpronc
esase agriculturtl pro or unprocessed
food products.

"(f) UNPROCESSED AGCRICOMTV RAL PRo-
crm-For purposes of this chapter, the rm

'unprocessed qr ral product' includes
timber and ff.

"(g) CVsroMMS TEREnTORro o TH. UNaTD
SrT4ss.-Pbr pnoses of tht, chapter, the
term 'customs ft~tory of the hited States'
has the mearr given such. Chm by head-
note Z of the (eneral Headnoter and Rules
of Interpefttion of the Tarff Scaedues of
the United States' (19 U. C. rz22.

"t(; T'Ix ON LCPORT rN ADDmX O TD rr.--
The htz timposed by section OIVt on. Oe fm-
porting of any tangible peronar property
sha bf in addition to anyt ocal imposed on
sus* importation.
"tt; DLsrrraxo oF RrVENJET FROM PUVRMo

Mc AND THE VrRGIn' IsNmDS.-Thie provi-
siona of subsections (a(3) and (b)(3) of sec-
tion 7652 ardf any similar provision qf ral
wtdcr retirer an internal revenue tax cot-
lected by the United States ta be paid to a
Commanrealth or possession of tte United
Stater stall not apply to any tax imposed by
sectrto 40oI.

'-r SPrcLz RuLE tOR SORT-r rXALz PXR!-
oaD-In the case of a taxabi period whic
is le than 1 calendar year, tere shazr be
suibstituted for the $40t,0 amounta in sub-
sections (a) and (d) oscston 4713 and; the
$5,000,000 amount in nseci z 4f2(a)(lZ) te
amount whtc* bears te same raio to such
amounts as tMe number of days in the tax-
able period bears tb 365.

'?k) 3S" T" INCLUD' CSRTAIN' EXCHwIOES
AND TRusrlrr.-P-F r puroses of tats chap-

ter, except as provided in regu ons, the
term tate' includes any exchange or transfer
other than a gift (within the meaning otsec-
ttion 102 or section 170A'".

bPA' rPPUCArION OQFC"RTAMs PaysLans.-
(1) ILLURE To EUrrZ RETR oR PY TLAX-

Paragraph (I) of section 6651(a) (relating to
addition to tax) it amended bt inserng
"section 4022 (relating to StuPSTntL exise
tax),." before "subcAatr A of chapter 5 '

(Zi NkasCsA aGrS.t--Zleet'in 6653(a)
(reAMn to negligence or intontu2a1 dim.
gar of rules and regulations i amended-

(A) by inserting '" by chapter 30 (tlatin
to Suprfund excise taz" a ftr '"titgle B"
in paragraph [L2 thereq oa

CB) by zstiking outC 'Wbu"L PRxft" in
te heading tsree aWud tnzt~ im Meau
tAereof "Certain ecseU"

(3)/ FAILURE o YMAF nPJ)Osj-Secttn
6656 (relating to fadcu. to ma deposit
taxes or ovezatar x a depos is
amended by adding at the end thereof Abe
folloaisg new 'asaeioe

"(c) $PwAU R.nx PM z~upspW Excig,
T-.-Fow purpesea of uBeesli ka k iA as
case of the tax tmpose ba 8clm 441, a'
tax required to be deposed sh b e to
the lesser of-

"(1t) percent of te tax fiposeid b ase-
tion rt during fMe thtxalc e PtriOd . tax-
able transactions described in paragraph (I
of section 4003(a), or

"(29' te amount of suach ter tmpased
during the pecaow swke pesp M*.*
mined o an annuad h klsJ
Pararaph. 12)1 sall n t apply f no tax wa.
imposed during te pVxedjg taxable
perfod .

(c) CZRICAL AMNDM-=-ThL table of
chapters for subttf te tawrerndb bD twsert-
ing k4f. Me item rflaanSo djo eh r M W
foUowint nw itew

"CHAPTER 30. SuperAfuns Jts* m e.
(d) EFrrvzrc DATx.-
i)l lv GtsneL.-Esaept as nproWd ira ft

subsection, the armebsn vwh bu ha
section stsai appy Wiit tnteet i ia
asmosnts neived in hr pvwmm eg6en
rng after December 3, 198i

(2) SPECIAL RULC FOR i PoRrS.-In the cast
of imports, the amendr, wM 6& ttd o
sectin shall apply to artielets atere, or
withdrawn. fwr owm Z.u s.a . Ahs aeossumr-
ttion afiar Deember 3is 1285.

W3 SPcIeL sa WBt riL oa mLi mnC

CL UDJNGW AL4ARY i, IS-In h easeM C 4 S
taxable period which begin bam JAif JabsV
1, Lg85, and endsl aQer anar J 12985 e
tax impoeed bp sactimn 41A q' the JIteral
Revenue Cde of 1954 (and Me ter"' alto-
able under section "I4 At suah C9ek elr
such taxble peuiod sM be e;A t a.
amount which bears the us rtia As #u
amount of sc tax (and eedl J ir such
taxable period (determits ,d as i t x
and credit ha bee i eqfct for e u.itrr
taxale period) as-

(' the/ nu7nbr de " si eh taaba
per-Ud elter Decsmer A, 1985, boa t

(B the num-ber of days tf ath tbkl b
period
see Mwc n4 csa00 S NeS CIcESUP8MA

(i N G ffsHAf-3zse*per A oqFchepter
98 (relretng tto '~ t Of asC ̂ mt
is ande, bw addin' at the en& thao the
foeswoing ne s0cb*t.'
-SEC Mft HAZARDOUS SMISTrANC' SePWMRJNF

"Ta) CREATRON OF TRvUs FF.D.--There is ts
tablished in te Treasury of tMe United
StSes a trusuLC id to be &rnaran asa tU 'k-z
ardoua Substance £uLpertnd' (ea &-er in
this section reerred to as tle ' ar '
consisting of such amounts as may be-
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"(1) appropriated to the Superfund as pro-

vided in this section, or
"(2) credited to the Superfund as provided

in section 9602(b).
"(b) TRANUsRS rO SUPERFUND.-
"(1) IN GENERAL-There are hereby appro-

prtated to the Superfund amounts equiva-
lent to-

"(A) the taxes received in the Treasury
under section 4001 (relating to Superfund
excise tax),

"(B) the taxes received in the Treasury
under section 4611 or 4661 (relating to taxes
on petroleum and certain chemicals),

"(CJ amounts recovered on behalf of the
Superfund under the Comprehensive Envi-
ronmental Response Compensation, and Li-
ability Act of 1980 (hereinafter in this sec-
tion referred to as 'CERCLA'),

"(D) all moneys recovered or collected
under section 311(b)(6)(B) of the Clean
Water Act,

"tE) penalties assessed under title I of
CERCLA, and

"(F) punitive damages under section
107(c)(3) of CERCLA.

"(2) Transfer of certain other funds--
There shall be transferred to the Superfund-

"(A) the amounts appropriated under sec-
tion 504(b) of the Clean Water Act during
any fiscal year, and

"(B) the unobligated balance in the Post-
closure Liability Trust Fund as of October 1,
1985.

"(c) ExPFN'DrruRs FROM TIE SUPERFUND.-
"(1) IN GENERAL-Amounts in the Super-

fund shall be available in connection with
releases or threats of releases of hazardous
substances into the environment only for
purposes of making expenditures which are
described in section 111 of CERCLA (other
than subsection (j) thereof) as in effect on
the date of the enactment of the Superfund
Improvement Act of 1985, including-

"(A) response costs,
"(B) claims asserted and compensable but

unsatisfied under section 311 of the Clean
Water Act

"(C) claims for injury to, or destruction or
loss ofj natural resources and

"(D) related costs described in section
111(c) of CERCLA.

"(2) LrarrrTIoNs ON EXPrNDruRES.-At
least 85 per centum of the amounts appro-
priated to the Superfund shall be reserved-

"(A) for the purposes specified in para-
graph (1), (2), and (4) of section Ill(a) of
CERCLA, and

"(B) for the repayment of advances made
under subsection (d), other than advances
subject to the limitation of subsection
(d)(2)(B).

."(d) AvrTorr To BORROw.-
"(1) IN OGNRALe-There are authorized to

be appropriated to the Superfund, as repay-
ablk advances, such sums as may be neces-
sary to carry out the purposes of the Super-
fund.

"(2) LrMITATIONS ON ADvANCES Tro SUPER-
FUND.-

"(A) AGGaREiAdT ADVANES.--The maximum
aggregate amount of repayable advances to
the Superfund which is outstanding at any
one time shall not exceed an amount which
the Secretary estimates will be equal to the
sum of the amounts described in paragraph
(1) of subsection (b) which will be trans-
ferred to the Superfund during the following
12 months.

"(B) ADVANCES FOR CERTAIN CoSrs.-The
maximum aggregate amount advanced to
the Superfund which is outstanding at any
one time for purposes of paying costs other
than costs described in section 111(a) (1),
(2), or (4) of CERCLA shallU not exceed 15
percent of the amount of the estimate made
under subparagraph (A).

"(C) FINAL REPAYMETr.-No ad-vance shall
be made to the Superfund after September

30, 1990, and all advances to such Fund
shall be repaid on or before December 31,
1990. --

"(3) REPA Y'MNr Or ADVAICES.-
"(AJ IN Ga NERAL-Advances made pursu-

ant to this subsection shall be repaid, and
interest on such advances shall be paid, to
the general fund of the Treasury when the
Secretary determines that moneys are avail-
able for such purposes in the Superfund (or
when required by paragraph (2)(C).

"(B) RATr OF irzR.sr--Interest on ad-
vances made pursuant to this subsection
shall be at a rate determined by the Secre-
tart of the Treasury (as of-the close of the
calendar month preceding he month in
uwhich the advance is made) to be equal to
the current average m yield on out.
standing marketable o$:gations of the
United States with ifning periods to
maturity comparall the anticipated
period during whitc e advance will be
outstanding and shall be compounded annu-
ally.

"(e) LASILuTY or UNITED STATES LrMIED TO
Amo urT r TRUSTr FUND.--

"(I) GNERxL RBUL-Any claim filed
against the Superfund may be paid only out
of the Superfund.

"(2) COORDINATION WITH OTHER PROVI-
siONs.-Nothtng in CERCLA or the Super-
fund Improvement Act of 1985 (or in any
amendment made by either of such Acts)
shall authoria-the P(nent oy the United
States Government .of amount with re-
spect to any such cl t of any source
other than the Su.

"(3) ORDER rN wRICl CLAIMS ARE TO
Ax PAm.-If at any tit e Superfund is
unable (by reason of paragraph (1)) to pay
all of the claims payable out of the Super-
fund at such time, such claims shall to the
eztent permitted under paragraph (1), be
paid in full in the order in which they weVe
finally determined. .

Ib) CONFORmtro AMrNDrNT.-
(1) Subtitle B8 of the Hazardous Substance

Response Rev6e Act of 1980 (relating to
establishment oajPardous Substance Re-
sponse Trust Fund) is hereby repealed

(2) Paragraph (11) of section 101 of the
Comprehensive Environmental Response,
Compensation, and Liability Act of 1980 is
amended to read as follows.

"(11) 'Fund' or 'Trust Fund' means the
Hazardous Substance Superfund established
by section 9505 of the Internal Revenue
Code of 1954;':

(c) CLERCAL AEwNDn-w -The table of sec-
tions for subchapter 4_ -f chapter 98 is
amended by adding at e end thereof the
following new item.

"Sec. 9505. Hazardous Substance Super-
fund. '

(d) Emcrrvx DA &--
(1) IN oarPAL.-The amendments made by

this section shaUl take effect on October 1,
1985;

(2) SUPERFrNDsr WTED AS CONTINUATION OF
OLD TRUSTr rUND.--he Hazardous Substance
Superfund established by the amendments
made by this section shall be treated for all
purposes of law as a continuation of the
Hazardous Substance Response Trust Fund
established by section 221 of the Hazardous
Substance Response Revenue Act of 1980.
Any reference in any law to the Hazardous
Substance Response Trust Fund established
by 'such section 221 shaltbe deemed to in-
clude (wherever appropriate) a reference to
the Hazardous Substance Superfund estab-
lished by the amendments made by this sec-
tfon.
SEC 78ID. REPEAL OF POST-CLOSURE TAX AND

TRUST FUlNI
(a) RxPEAL OF TAX--

(1) Subchapter C of chapter 38 (relating to
tax on hazardous wastes) is hereby repealed.

(2) The table of subchapters for such chap-
ter 38 is amended by striking out the. item
relating to subchapter C.

(b) REPEAL or TRus FPUND.-Section 232 of
the Hazardous Substance Response Revenue
Act of 1980 is hereby repealed.

(c) REFUND OF UNOBLaATED BALANCE.--An
amount equal to the unobligated balance in
the Post:Closure Liability Trust Fund as of
October 1, 1985, which is transferred into
the Hazardous Substance Superfund pursu-
ant to section 9505(b)(2) of the Internal Rev-
enue Code of 1954, shall be paid out from
such Superfund, effective March 1, 1989, as
refunds of the taxes paid under section 4681
of such Code (as in effect prior to October 1,
1986), unless, prior to March 1, 1989, con-
gressional action has been taken pursuant
to section 107(k)(6) of the Comprehensive
Environmental Response Compensation
and Liability Act of 1980. Such refunds shall
be paid on a proportional basis to the
amounts of such taxes paid, and without in-
terest.

(d). ErEc77vE DATE-The amendments
made by this section shall take effect on Oc-
tober 1, 1985.
SEC 789E. INDUSTRIAL DEVELOPMENT BONDS FOR

HALARDOUS WASTE TREATMENT FA-
CILITIES

(a) IN GENERAL-Paragraph (4) of section
103b) (relating to certain exempt activities)
is amended-

t1) by inserting ', facilities subject to final
permit requirements under subtitle C of title
II of the Solid Waste Disposal Act for the
treatment of hazardous waste," after "solid
waste disposal facilities" in subparagraph
tE), and

(2) by adding at the end thereof the follow-
ing new sentence "For purposes of subpara-
graph (E), the terms 'treatment' and 7haz-
ardous waste' have the meanings given to
such terms by section 1004 of the Solid
Waste Disposal Act. "

(b) EFFEcrrv DATE.-The amendments
made by this section shall apply to obliga-
tions issued after the date of the enactment
of this Act
SEC 78F. REPORT ON METHODS OF FUNDING SU-

PERFUND.

Not later than January 1, 1988, the Comp-
troller General of the United States or his
delegate shall study and report to the Com-
mittee on Finance of the Senate and the
Committee on Ways and Means of the House
of Representatives with respect to various
methods of funding the Hazardous Sub-
stances Superfund, including a study of the
effect of taxes on the generation and dispos-
al of hazardous wastes.
SEC 78G. CERTAIN COSTSOF PRIVATE FOUNDATION

IN REMOVING HAZARDOUS SUB-
STANCES TREATED AS QUALUFYING
DISTRIBUTIONS

(a) IN GENERAL-In the case of any taxable
year beginning after December 31, 1982, the
distributable amount of a private founda-
tion for such taxable year for purposes of
section 4942 of the Internal Revenue Code of
1954 shall be reduced by any amount paid or
incurred (or set aside) by such private foun-
dation for the investigatory costs and direct
costs of removal or taking remedial action
with respect to a hazardous substance re-
leased at a facility which was ooned or op-
erated by such private foundation

(b) J LrrATiAONs.-Subsection (a) shall
apply only to costs-

(1) incurred with respect to hazardous
substances disposed of at a facility owned or
operated by the private foundation but only
if-
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fJ s-ucr. facility Uas." tarro etn ta a uch

foundation by bequest before Decemo- tr
1980, and

(B) the active operaton of such. fsac.b ,t
such foundation wus terminated bef k e
cember 12, 1980, and

(21 which were not incurred purruas k6e
pending order issued to the priv h a .-
tion' unilaterally by the President or the
President's assignee under section lg fitl&
Comprehensive Environmental Rzesyous,
Compensation and Liability Act or pursu-
ant to a judgment against the privat pjoun,
datian issued in a governmental cost recou-
ery action under section 107 of such Act.

(c) HAZARDOOU. SrslTAsc .--For purposes
of this section; tLe ter '"azarodbus sub-
stance" has the meancg9-vew such term by
section 9601(10) of tk COtmprehensive EnvT-
ronmental Response, Covpensation and Li-
ability Act

PART 3---TMCO PROVIO¥AVS
Subpart .- Te~ ca I:oAdt: Exriae Tare

ssC 7 ICIVRASK ZN VE OL CARffrITTES MA

Subsection (c) of section 283 of the Tax
EqutiU and FisEca Raes=ist-ibtv Act of 1982
xela , in treams im t on e igretteas is

amended by striking out "and before No-
vetmber 15, 1915'"
sW 7Vk TAX M S9K#SE&na eAIl

(A) IN GENERAL-Section 5701 (relating to
ate of- tax, is ~ame1*d, by redesignating

subsection (,L as surreian (ft and bVy i
serting after subsection (d) the follotri
new. abectiion'

"(e) S wOff"sss Trate .- On smokeless
tobaceo,. mantufactare in or imported into
the Unite& StaJes,, tuhs shal be imposed tMe
fxllowina taxes:

"(1J SVUFE.-On snuff, 24 cents per pound
and a proportionate tax at the like rate on
at fractiona' parts ofawound:t

"f2(' C rHKw a rosAcco.-On chewing, to-
bacco, 8 cents per pound and a proportion-
ate tax at the like rate on all fractional
parts of a pound ".

(b) CoNFORmiNG AmENDmrErS.-
"'1 The ieafdng of chapter 52 is amended

b1 tinsertlin "gNfMELESS TOBACCO," after
"CIGA 8T;f'.

(2) Section 5702(c) (defining tobacco prod-
ucW is amedd r atrikig Wt "and cita-
rettes" and inserting in lieu tereof ", ciga-
rettes and smkeksei tobacco".

(3) Section 5702(d) (defining manufactur-
ers of tobacco- produet) is amended hy strff-
ing out "cioaxg or eigarettes" each place it
appears and inse)ding in lieu thereof
"cigars, cigaoteA4 orsmokeless tobacco".

(4) Sectiont 57,2 is amended by adding at
the end thereaf the-fellowing new subsectionm

"(n) DFuYr3Havs RmZrHwo, TxO SmOg-
LESS TOBACCO.-

"(1) SMoKrLr.ss ,n2acco.-The term
'smokeless tobacco" meaa& any snuff or
chewing tobacco.

"(2) SNuFF.-The ternv '`SPrZ means any
finely cut, ground, or powdered tobacco that
is not intended to be smoked.

"(3) CCewwAca roBAcco.-The term 'chewing
tobacco' means any leaf tobacco that is not
intended' to be smnokedL"
(d) EFrFcrrvs DATL-The, amendments

mate by this section hal apply to asmoke-
less tobacco removed after September 30,
198'5.

Suba.rt I--Tobacco Proores Impravernin
PWNaMAG~SAND PURPOSES

SEC. 792 at Caonress finds that-
(11 the mantance oft a tabte tobacco

price support and produaeon azdushment
program is in the interess tobaacco p-
dues, purchasers of toacco., persons. em
ploued diretly or indair:ctv b the tobaeea
industry, and the localities and States

wtose economies and tax bases are dp
ert on e tobacco industry;

(2) the present tobacco price support p:e-
gram is in jeopardy and in need of refao7r

* W under present law, the levels of price
spPt for tobacco have resulted in market
prkee for tobacco that are not competitive
* the world market,

r4) as a consequence, extremely large
quantittes of domestie tobacco have been
put under loen and placed in the invento-
ries of the producer-oaned cooperative rmar-
ketinr acoitions Mat administer the to-
Baeee pricest pro am,

$5'- tIr invreasr itventorles have led to a
sxgin nt tnrersetn the assessments pro
ducers are reufte ta pay to maintain tr
tobacco price se t pregrum on a '"no net
cost" basifs

() such increegly ltrrve assessments are
creafete a severe hardship on producers;

(7) &e existence of such arge inventories
poser er threat to the orderlit wrkettng of
future crops of tobacco;

(f-) eneirtes- of producer association
must be signtfiantl reduced or tme tobacco
price support program will czpse;

t91 the -CbmnVodity Credit rporton is
threatened witbh substantialF Isss en- dis o-
sition of drm o 4rnenntorles W VLe tobac-
co price-sup-t'eprogram col/Se-

(10t it is torerative that a zvcesa tn-
ventorfes of .,occo be a / QC under

es of the Secrertry Jgrieurtc
ture. rt. a maT i tfat-

(A) f wfr not drupt the orderlt marketing
of new tobaoC56 crops

(B' wilr mbi*ntze any losses to the Federal
Government, and

)- wilt be fair and equitable to all thbac-
ca prodjcers and purchasers

(1I) Mte mutual cooperation of tobacco
producers, tobacco purchasers, roder as-
socatmons, and the Secretary Qo Agricuure
is necessary-

,(A to restore the toa4pWiae support
program to a stable candfttO and

(t) to prevent substantnia totgpay.
ers that would result .,omn t ea lapse. of the
program,

(12) restoration of stabildty to the tobacco
price support program through a. sharing
the cost of that program by purchaserr of ta-
bacco along uwi producers of tobaeca is
necessary to pwAnt undue busdens on, or
obstruction oa4 interstate and. joein com-
merce in tobacdo,' and

(13) the =s& i of gradinog rre. should
be thorouah teifeoed. to ensunre. th grades
are asigluafo tobacco that mper, state
the qualitv uch tobacco.

(b) The purposes of this subp art ae-
(1) to encourage cooperation among tobac-

ea prvduers, tobacco puru rse, ond the
Secretary of Agriculture in. seacing tobacco
price support levels, aJsseswnm costs, the
size - inventories of prordug-mmc attons,
md the exposure of taxpayers to laoge

budget outlays;
(2) to adjust the method by which price

support levels an productfion quots a
calculated to smflect actual market sorfc-
tions;

(3) to hfcilt the purchase and sale' of
Flue-cured ad Rarley: tobacco pvssently in
the tinearies of producer ass£eiatons
thraugk which producers. aof R -eures and
Burtep olaeco are provided p'r.o;

(4; Am provide that purcharel t p educ-
rs of domestic tobacc, s&are euar in the

east of maintaining Mt- em Price .su p-
pe-t prtgam at no net ca to die BmPayers;
and

(5) to expedite reform of the system of
paditn tobacco so that gramdk assigned t

tobacco more accurately- reM the quality
of such tobacco.

uevemtber 14; tl5
PRICE SUPPiR 'ADVIZSTWrWN

Ssc. Z92A., (a Effectite for t~ 198 and
subsequent crops of tobaco. section. lBW6
of the Agricultural Aet of. L94g. Z UjSIC.
1445(f)) is amended-

(I) by striking out 'and for the 1985 crop
of any kind of tobacco (other than Rlue
cured and Burley tobaccoo for wohich mar-
ksting quotas are in effect or are not dsa
proved by producers" in the first tsewee of
paragrap t3); d

(2) by out purragragp (f). and tn-
serting mt New thereoJf followiv new
paragraphs

"(4) For tie 1985 crop of ,sew klp twa o,
the support tevei s~ b r pev- poend!

"(5)5- Except os providsiT in suvara-
graph (B), for the' l-8 aWnB eae. siscqnmet

p any kind of' tobacco (ofrer than
ftfsm-cured and Burtey tobacco) fbr whtih
marketing quotas are in effect or are not
disapproved by prodhcer the support level
shall be the level in cents per pound' at
which the tmmedfiatfF preceding crop was
supported, plus or minus, reasectwly, the
amount by which-

"(i) the support tonet br the crop for
which the determninatfoa is beina made, as
determined under subseation (); is greater
or less than

"(i) the support level for the tmmediotel
preceding crop, as determined under subsec-
tiao (b.4
as that difJre e b maS be ad teby the
ZScretary under saOs tefor; JI tr tsuppF t
tevel under e 01/a isgreatr than t',ohe sp-
pert level undrctuwe (ki

"(B) NohoitieteaInp- subpardra (A)-
and subseetfon (d it requested by Me board
of director of an acsociaton trough towhich
price supportA Ibr the, respective hind of to-
bacco spfecI~ in subparagrap (); is made
available to producers, the- Seorettr may
reduce the support leveor such kind. o to-
bacco tr the extent requested by the associa-
ttion to more accurately reflect the market
value and improve the marketability of such
tobacco.

"(6)(A) For the 1986 and eac aslubequent
crop of Flauecurd and Burley tobacco for
which marketing uaotas are in effect or are
not disapproued by producers, the support
level shall be the level tn. cents per pound at
which the immediately precedcng erop was
supported, plus or minus, respeettiel, an.
adjustment of not less than 65 peeent nor
more than 109 percent of the total, as deter-
mined by the Secretary after taking into
consideration the supply of the kind of to-
bacco involved ti reLatio to demanf of-

"(i) 66.7 percent of the amount by whch--
"(I) the averuge price received by pcdtue-

ers for 'lue-eured and Burlep tobamac, x-
spectivel. ar te Uninted' St'es a outian
markets, as determined by the Secretba.
during the 5 marketin pears, imnsdiately
preceding the marketing year for whieh. te.
determination is being made, exvluinp the
year in t hic& Me aveage price urm te
highest and the year in which: te averave
price was Me lowest n rsuch period, is reat
er or less than

"ID, the average price rceivede by psduc-
ers fr Plue-cured and Burley htoeeC re-
speettve4G on Nti untite Stubts wucha
markets, as determined by the Scbetary,
during the 5 mbanwetitW years irmdiely
preceding the mt~ebM year prtoO t, *e
marketing yVU'~ whief UN dmutb
ti being made, eltsd* t te year fi which
the average price w Mth LgLes and' Me
year in which He' awvae price war tMe
lowest in, ack priod;

"(i) 33.3 percent e the chnge esprepered
a a cost per puncm of iobce tine index
fV prieums pati bry Pbaee& prodmweem from
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January: to December 31 of the calendar
yeasr ivtrmeiitay preceding the year in
which the determination. is male

"(B) For purposes of subparagraph (A)-
"(i) the average market price for Burley

tobacco for the 1984 and each prior applica-
ble marketing year shall be reduced by $0.30
per pound;

"(ii) the average market price for Flue-
cured tobacco for the 1985 and each prior
applicable marketing year shall be reduced
by $0.30 per pound,

"(iii) the support level for the 1985 crop of
Flue-cured tobacco shall be considered to be
$1.399 per pound; and

"(iv) the index of prices paid by tobacco
producers shall include items representing
general, variable costs of producing tobacco,
as determined by the Secretary, but shall not
include the cost of land, risk, overhead,
management, purchase or leasing of quotes,
marketing contributions or, assessments,
and other costs not directly related to the
production of tobacco. "

(b) Effective for the 1986 and subsequent
crops of tobacco, section 106 of the Agricul-
tural Act of 1949 (7 U.S.C. 1445) is further
amended by striking out subsection (g).

DETRMIN0ATION O7 MARIE7MNG QUOTAS FOR
FLUE-CURED AND BURLEY TOBACCO

Sec. 792B. (a) Section 301(b) of the Agri-
cultural Adjustment Act of 1938 (7 U.S.C.
1301(b)) is amended-

(1) by adding at the end of paragraph (14)
the following new subparagraphs

"(C) 'Reserve stock level' in the case of
Flue-cured tobacco, shall be the greater of-

"(i) 100,000,000 pounds (farm sales
weight); or

"(ii) 15 percent of the national marketing
quota for Flue-cured tobacco for the market-
ing year immediately preceding the market-
ing year for which the level is being deter-
mined

"(D) 'Reserve stock level', in the case of
Burley tobacco shall be the greater of-

"(U) 50,000,000 pounds (farm sales weight);
or

"(ii) 15 percent of the national marketing
quota for Burley tobacco for the marketing
year immediately preceding the marketing
year for which the level is being deter-
mined '"; and

(2) by adding at the end thereof the follow-
ing new paragraph.

'(17) 'Domestic manufacturer of ciga-
rettes' means a person that produces and
sells more than 1 percent of the cigarettes
produced and sold in the United State&"'

(b) Section 317(a)(1) of such Act (7 U.S.C.
1314c(a)(1)) is amended-

(1) by striking out "'Nattonal marketing
quota"' in the first sentence and inserting
in lieu thereof "(A) Except as provided in
subparagraph (B), 'national marketing
quota' "; and

(2) by adding at the end thereof the follow-
ing new subparagraph'

"(B) For the 1986 and each subsequent
crop of Flue-cured tobacco, 'national mar-
keting quota' for a marketing year means
the quantity of Flue-cured tobacco as deter-
mined by the Secretary, that is not more
than 103 percent nor less than 97 percent of
the total of-

"(i) the aggregate of the quantities of Flue-
cured tobacco that domestic manufacturers
of cigarettes estimate the manufacturers
intend to purchase on the United States auc-
lion markets or from producers during the
marketing year, as compiled and determined
under section 320A;

"(ii) the average annual quantity of Flue-
cured tobacco exported from the United
States during the 3 marketing years immedi-
ately preceding the marketing year for
which the determination is being made; and
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"(iii) the quantity, if any, of Flue-cumrA to-

bacco that the Secretary, in the discxetien of
the Secretary, determines its .ezary to in-
crease or decrease the invewtory of the pro-
ducer-owned cooperative naxk7 ag~ associa-
tion that has entered into a; b agreement
with the Commodity Credit Corporation to
make price support available to producers of
Flue-cured tobacco to establish or maintain
such inventory at the reserve stock level for
Flue-cured tobacco.

"(C) In determining the quantity of Flue-
cured tobacco necessary to establish or
maintain the fnventry of the producer as-
sociation at ta reserve stock level under
subparagra ph tM)(t, the Secretary shall
provide for attdbf thMe reserve stock level
over a period of 5 s ".

(c) Section 319 of such Act (7 U.S C 1314e)
is amended-

(1) in subsection (c)-
(A) by striking out "The national market-

ing quota" in the first senfzce and insert-
ing in lieu thereof "(1) Exeft as provided
in paragraph (3), the natioiVitnarketing
quota"';

(B) by striking out the second sentencee
(C) by designating the third sentence as

paragraph (Z); and
(D) by adding at the end thereof the for-

lowing new papraph:
"(3)(A) For tim -. M and each subsequent

crop of Burley to*aec the national market-
ing quota for any swJketing year shall be
the quantity of Burl tobacco, as deter-
mined by the Secretargy;,tht is not more
than 103 percent nor less than 97 percent of
th total of-

"(I) the aggregate of the quantities of
Burley tobacco that domestie manufacturers
of cigarettes estimate the manufacturers
intend to purchase on the Untl States auc-
tion markets or from producera Sn the
marketing year, as compiled and determined
under section 320A;

"(it) the average annual quantity of
Burley tobacco exported from the United
States during the 3 marketing years immedi-
ately preceding the marketing year for
which the determination is being made; and

"(iti) the quantity, if auy, of Burley tobac-
co that the Secretary, ia :U& discretion of the
Secretary, determines ti ,MeWsary to in-
crease or decrease the inventories of the pro-
ducer-owned cooperative marketing associa-
ttons that have entered into loan agreements
with the Commodity Credit Corporation to
make price support avatilable to producers of
Burley tobacco to establish or maintain
such inventories in the aggregate, at the re-
serve stock level for Burley tobacco.

"(B) In determining the quantity of
Burley tobacco necessary to establish or
maintain the inventorite of the producer as-
sociations at the reserve stock level under
subparagraph (A)(itt)-

"(i) the Secretary shall provide for attain-
ing the reserve stock level over a period of 5
years; and

"(ii) any downward adtustment in such
inventories of Buriey tobacco may not
exceed the greater of-

"(1) 35,000,000 pounds; or
"(II) 50 percent of the quantity by which-
"(aa) the total inven torle-4f$urtey tobac-

co of the producer-owned cooperative mar-
keting associations that have entered into
loan agreements with the Commodity Credit
Corporation to make price support avail-
able to producers of Burley tobacco' exceed

"(bb) the reserve stock level for Burley to-
bacco, "; and

(2) by inserting ", except in the ease of
Burley tobacco," after "Provided, Thai" in
the fourth sentence of subsection /(e), .

(d) Effective for the 1986 and eaascibse-
quent crop of tobacco, sucA Act is amended
by Inserting aaem section 320 (7 U.S.C.
1314f) the following new section:

S 15539
"SUBMISSION OF PURCHASE INTENT70NS BY

CIGARE7TE MAwFACTRERS

"SEC. 320A (a/)lt Not later than December
1 of any marketing year with respect to
Flue-cured tobacco tor in the case of the
1986 crop, December 1, 1985) and January
15 of any marketing year with respect to
Burley tobacco (or, in the case of the 1986
crop, January 15, 1986), each domestic man-
ufacturer of cigarettes shall submit to the
Secretary a statement, by kind, of the quan-
tity of Flue-cured tobacco and Burley tobac-
co (for which a national marketing quota is
in effect or for which the Secretary has pro-
claimed a national marketing quota for the
next succeeding marketing year) that the
manufacturer intends to purchase, directly
or indirectly, on the United States auction
markets or from producers during the next
succeeding marketing year thereafter in this
section referred to as the 'quantity of intend-
ed purchases'.

"(2) The Secretary shall aggregate the
quantities of intended purchases in a
manner that will not altow the identifica-
tton of the quantity of intended purchases of
any manufacturer.

"(b) If any domestic manufacturer of ciga-
rettes fails to submit to the Secretary a
statement of the quantity of intended pur-
chases of the manufacturer. as required by
this section the Secretary shall establish the
quantity of intended purchases to be attrib-
uted to such manufacturer for purposes of
this Act, based bn-

"(1) the quantity of intended purchases
submitted by such manufacturer under this
section for the marketing year immediately
preceding the marketing year for which the
determination is being made; or

"(2) if.such manufacturer did not submit
a statement of the quantity of intended pur-
chases of the manufacturer for the market-
ing year immediately preceding the market-
ing year for which the determination is
being made, the most recent information
available to the Secretary.

"(c)(1) AU information relating to the
quantity of intended purchases that is sub-
mitted by domestic manufacturers of ciga-
rettes under this section shall be kept confi-
dential by all officers and employees of the
Department ofAgriculture.

"(2) Such information may only be dis-
closed by such officers or employees in a suit
or administrative hearing-

"(A/(i) brought at the direction, or on the
request, of the Secretary; or

"(ii) to which the Secretary or any officer
of the United States is a party; and

"(B) involving enforcement of this Act
"(3) Nothing in this section shall be con-

sidered to prohibit the publication, by direc-
tion of the Secretary, of the name of any
person violating this Act, together with a
statement of the particular provisions of the
Act violated by such person.

"(4) Any officer or employee of the Depart-
ment of Agrculture who violates this subsec-
tion, on conviction, shall be- -

"(A) subject to a fine of not more than
$1,000 or to imprisonment for not more than
1 year, or to both,- and

"(B) removed from office
"(d) Notwithstanding any other provision

of law, a statement of the quantity of in-
tended purchases that is submitted under
this section shall be exempt from disclosure
under section 552 of title 5, United States
Code."

UARKETINO QUOTA ANNOUNCEMNTr ATrr
SEc. 792C. (a) Section 312 of the Agrticul-

tural AtLustment Act of 1938 (7 U.S.C. 1312)
is amended-

(1) by striking out "and February 1 of any
marketing year with respect to other kinds
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of tobacco" in the matter preceding clause
(1) of subsection la) and inserting in lieu
thereof "February 1 of any marketing year
with respect to Burley tobacco, and March 1
of any marketing year with respect to other
kinds of tobacco'"; and

(2) by striking out "and not later than the
first day of February with respect to other
kinds of tobacco" in the filst sentence of
subsection lb) and inserting in lieu thereof
"not later than the first day of February
with respect to Burley tobacco, and not latr-
than the first day of March with resp9et to
other kinds of tobacco"

(b) Section 319(b) of such Act (7 U.S.C.
1313e(b)) is amended by striking out "Febru-
ary' 1" each place it appears in the fourth
paragraph and inserting in lieu thereof
"March 1 "
REDUCTION IN EXCESS TOBACCO NOT SUBJECT TO

MARKETINO PENALTY
SEC. 792D. la) Effective for the 1986 and

subsequent Crops of tobacco, the Agrtcultur-
al Adjustment Act of 1938 is amended-

(1) by striking out "110" in section
317(g)(1) (7 U.S.C. 1314c(g)(1)) and insert-
ing in lieu thereof "103"; and

(2) by striking out "110" in section
319(it)11 (7 U.S.C. 1314e(ilt)1) and inserting
in lieu thereof "103".

(b) Effective for the 1986 and subsequent
crops of tobacco, section 106(c)(1) of the Ag-
ricultural Act of 1949 (7 U.S.C. 1445(¢)(1)) is
amended by striking out "110" and insert-
ing in lieu thereof "103":

PURCHASE REQUIREMENTS[ PENALTY
SEC. 792E. (a) Effective for the 1986 and

subsequent crops of tobacco, the Agricultur-
al Adjustment Act of 1938 (as amended by
section 792B(d)) is further amended by in.
serting after section 320A the following new
section:

"PURCHASE REQUIREMENTS; PENALTY
"SEC. 320B. (a)(1) At the conclusion of

each marketing year, on or before a date pre-
scribed by the Secretary, each domestic man-
ufacturer of cigarettes shall submit to the
Secretary a statement, by kiind, of the quan-
tity of Flue-cured and Burley quota tobacco
purchased, directly or indirectly, by such
manufacturer during such marketing year.

"(2) The statement shall include, but not
be limited to, the quantity of each such kind
of tobacco purchased by the manufacturer
on the United States auction'markets, from
producers, and from the inventories of to-
bacco from the 1985 and subsequent crops of
the producer-owned cooperative marketing
associations that have entered into loan
agreements with the Commodity Credit Cor-
poration to make price support available to
producers of Flue-cured or Burley tobacco.

"(b)(1) Except as otherwise provided in
this. subsection, any domestic manufacturer
of cigarettes that fails, as determined by the
Secretary after notice and opportunity for a
hearing, to purchase during a marketing
year on the United States auction markets,
from producers, or from the inventories of
tobacco from the 1985 and subsequent crops
of the producer associations described in
subsection (a)(2) a quantity of Flue-cured
quota tobacco and a quantity of Burley
quota tobacco equal to at least 90 percent of
the quantity of the intended purchases of
Flue-cured tobacco and Burley tobacco, re-
spectively, submitted by such manufacturer
or established by the Secretary for such man-
ufacturer for that marketing year under sec-
tion 320A (as that quantity may be reduced
under paragraph (2)) shall be subject to a
penalty as prescribed in subsection (c).

"12)(A) If the total quantity of Flue-cured
or Burley quota tobacco, respectively, mar-
keted by producers at auction in the United
States during the marketing year in ques-
tion is less than the national marketing

quota (including any adjustments for over-
marketings or undermnarketings) for that
kind of tobacco for that marketing year, the
quantity of intended purchases of each do-
mestic manufacturer of cigarettes, for pur-
poses of paragraph (1), shall be reduced by a
percentage equal to the percentage by which
the total quantity marketed at auction in
the United States during the marketing year
is less than the national marketing quota
-fincluding any adjustments for overmnarket-
ings or undermarketings) for that kind of to-
bacco for the marketing year.

"tB) For purposes of this section, the term
'marketed' shall include disposition of to-
bacco by consigning the tobacco to a pro-
ducer association described in subsection
(a)(2) for a price support advance.

"tc) The amount of any penalty to be im-
posed on a manufacturer under this section
shall be determined by multiplying-

"(1) twic the per pound assessment. (as
deter4m -under section 106A or 106B of
the A gr ural Act of 1949 (7 U.S.C. 1445-1
or 1445S for the kind of tobacco involved,
by ~:.- -

'Y2) the quantity by which-
"(A) the purchases by such manufacturer

on the United States auction markets, from
producers or from tlh inventories of tobac-
co from the 1985 and subsequent crops of the
producer associations described in subsec-
tion (a)(2) of FlueoCured and Burley quota
tobacco, respectively, for the marketing
year; are less than

"(B) 90 percent of the quantity of intended
purchases of such kinds of tobacco, respec-
tively, submitted by the manufacturer or es-
tabltshid by the Secretary for such manufac-
turer Jfo that marketing year under section
320A'4as that quantity may be reduced
undc, subsection (b)(2))

"(dJ'1) An amount equivalent to the penal-
ty celected by the Secretary under this sec-
tion shall be transmitted by the Secretary to
the appropriate producer-owned cooperative
marketing association that has entered into
a loan agreement with the Commodity
Credit Corporation to make price support
available to producers of Flue-cured or
Burley tobacco, as the case may be.

"(2) Each association to which amounts
are transmitted by the Secretary under this
section shall deposit such amounts in the No
Net Cost Fund or Account of such associa-
tion in accordance with section 106A or
106B of the Agricultural Act of 1949.

"(e) Subsections (c) and (d) of section
320A shall apply to information submitted
by domestic manufacturers of cigarettes
under this section with respect to the quan-
tity of purchases of Flue-cured and Burley
quota tobacco during a marketing year.

"(f) As used in this section, the term 'quota
tobacco' means any kind of tobacco for
which marketing quotas are in effect or for
which marketihg quotas are not dtsap-
proved by producers ".

(b) Effective for the 1986 and subsequent
crops of tobacco, the last sentence of section
372(b) of the Agricultural Adjustment Act of
1938 (7 U.SC. 1372(b)) is amended by strik-
ing out "The" and inserting in lieu thereof
"Except as provided in section 320B, the"':

ASSESSMENTS TO HO NET COST FUNDS OR
ACCOUNTS

SEC. 792F. (a) Effective for the 1986 and
subsequent crops of tobacco, section 106A of
the Agricultural Act of 1949 (7 U.S.C. 1445-1)
is amended-

(1) in subsection la)-
(A) by striking out "and" at the end of

paragraph (5);
(B) by redesignating paragraph (6) as

paragraph (7); and
(C) by inserting after paragraph (5) the

following new paragraph'
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"16) the term 'purchaser' means any

person who purchases in the United States,
either directly or indirectly for the account
of such person or another person, Flue-cured
or Burley quota tobacco; and "

(2) by inserting "or paid by or on behalf of
purchasers" after 'producer-members" in
the second sentence of subsection (c);

(3) in subsection (d)-
(A) by striking out "and" at the end of

clause (i) of paragraph (1)(A);
(B) by inserting after clause (ii) of para-

graph (1)(A) the following new clause.
"(lii) each purchaser of Flue-cured and

Burley quotq tobacco shall pay to the appro-
priate association, for deposit in the Fund
of the association, an assessment, in an
amount determined from time to time by the
association with the approval of the Secre-
tary, with respect to purchases of all such
kind of tobacco marketed by a producer
from a farm (including purchases of such to-
bacco from the 1986 and subsequent crops
from the association, and'"

(C) by striking out "The" in the last sen-
tence of paragraph (1) and inserting in lieu
thereof the following: "The. amount of pro-
ducer contributions and purchaser assess-
ments shall be determined in such a manner
that producers and purchasers share equal-
ly, to the maximum extent practicable, in
maintaining the Fund of an association. In
making such determination with respect to
the assessment of a purchaser, only 19S5 and
subsequent crops of Flue-cured and Burley
quota tobacco shall be taken into account.
The";

(D) by inserting "and assessments" after
"contributions" in the last sentence of para-
graph (1);

(E) by striking out paragraph (2) and in-
serting in lieu thereof the following new
paragraph'

"(2) require that any producer contritbu-
tion or purchaser assessment due under
paragraph (1) shall be collected-

"(A) from the person who acquired the to-
bacco involved from the producer, ecept
that if the tobacco is marketed by sale, an
amount equal to the producer contribution
may be deducted by the purchaser from the
price paid to such producer;

"IB) if the tobacco involved is marketed
by a producer through a warehouseman or
agent, from such warehouseman or agent,
who may-

"(j) deduct an amount equal to the pro-
ducer contribution from the price paid to
the producer; and

"(it) add an amount equal to the purchas-
er assessment to the price paid by the pur-
chaser; and

"(C) if the tobacco involved is marketed by
a producer directly to any person outside
the United States, from the producer, who
may add an amount equal to the purchaser
assessment to the price paid by the purchas-
er;'"

IF) by striking out '"producers who con-
tribute" in the proviso of paragraph (3) and
inserting in lieu thereof "producers and pur-
chasers who contribute or pay';

aG) by striking out "and" at the end of
paragraph (5);

(H) by inserting "effective for the 1982
through 1985 crops of quota tobacco," after
the paragraph designation in paragraph (6);

(I) by striking out the period at the end of
paragraph (6) and inserting in lieu thereof
'" and"; and

(J) by inserting after paragraph (6) the fol-
lowing new paragraph'

"17) effective for the 1986 and subsequent
crops of quota tobacco, provide, in loan
agreements between the Corporation and an
association, that if the Secretary determines
that the amount in the Fund or the net
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gains referred to in paragraph (5) exceeds
the amounts necessary for the purposes spec-
ified in this section, thoe essoiatin with
the approval of the Secretaxw maa suspend
the payment and collection of contributions
and assessments under this section on terms
and conditions established by the assia-
tion, with the approval of the Secretavy.'
and

(4) by adding at the end thereof the follow-
ing new subsection.

"(h)l(1)A) Each person who fails to collect
any contribution or assessment as required
by subsection (d)(2) and remit such contri-
bution or assessment to the association, at
such time and in such manner as may be
prescribed by the Secretary, shall be liable,
in addition to any amount due, to a maxket-
ing penalty at a rate equal to 75 percent of
the average market price (calculated to the
nearest whole cent) for the kind of tobacco
involved for the immediately preceding year
on the quantity of tobacco as to which the
.failure occurs.

"(B) The Secretary may reduce any such
marketing penalty in such amount as the
Secretary determitns equitable in any case
in which the Secretary determines that the
failure was unintentional or without knowl-
edge on the part of the person concene

"(C) Any penalty provided for under this
paragraph shall be assessed by the Secratary
after notice and opportunity for a hearing

"(2)(A) Any person against whom a penal-
ty is assessed under this subsection may
obtain review of such penalty in an qppro-
priate district court of the United States by
filing a civil action in such court not later
than 30 days after such penalty is imposed

"B) The Secretary shall promptly file in
such court a certified copy of the record on
which the penalty is based

"(3) The district courts of the United
State shall have jurisdiction to revew and
enforce any penalty imposed under this sub-
section.

"(4) An amount equivalent to any penalty
collected by the Secretary under this subset.
tion shall be aansmitted by the Secretary to
the appropriate association, for deposit in
the Fund of such association.

"(5k The remedies provided in this subsec-
ttion shall be in addition to, and nt exclu-
sive of of, other remedies that ma be avail-
able "

(b) Effective for the 1986 and susequent
crops of tobacco, section 106B of te Agricul-
tural Act of 1949 (TU.SC. 1445-2) is amend-
ed-

(1) in subsection (a)-
(A) by striking out "and" at the end of

parograph (6);
(B) by striking out the period a6t t end oL

paragraph (7) and inserting in liu thereof
' and'; and
(C) by adding at the end thereof the fllow-

ing new paragraph:
"(8) the term 'purchaser` means any

person who purchases in the United States
either directly or indirectly for the account
of such person or another person, Flue-cured
or Burley quota tobacco."'

(2) by inserting "and purchasers" after
"producers" in subsection (c)(If;

(t3) in subsection (d)-
(A) by inserting at the end of paragraph

(1) the following new sentencc' "The Secre-
tary shall also require (in lieu of any re-
quirement under section 106Afdd'(M that
each purchaser of Flue-cured and Burley
quota tobacco shall pay to the Corporation,
for deposit in the Account of such asocia-
tion, an assessment, as determined unde
paragraph (2) and collected under para-
graph (3), with respect to purchases of all
such kind of tobacco marketed by a produc-
er from a farm tincluding puhe of sudch
tobacco from the 1986 and stubzlent crore
from the association). ';
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(B) by striking out "arca. Such amount"

in paragraph (2) and inserting in lieu there-
of "are and th, amaunt of the assessment
to be paid by pu qen of tobaecoa The
amount of the assessment to be paid by pro-
dueers and purchasers shaR be determined
in such a manner that producers and pur-
chasers share equally, to the maximum
extent practicable, in maintaining the A-
eouni of an association In making such de-
termination wiUt respect to the assessment
of a purchase, only 1985 and subsequent
crops of cb-cured and Burley quota tobac-
co shall be dma into account. The amount
of the assesssw,

(C) by inserting at tie end of paragraph
(2) the following: "Notwithstanding the fore-
going provisitons of Ur paragraph, the
amount of any asseasmt that is deter-
mined by the Secretary for the I95 and sub-
sequent crops of Bukr quef tobacco shall
be determined wtithot egard to any net
losses that the Corln m7 sustain
under the loan agreements of the Corpora-
tton with such association witk respect to
the 1 98 cop of such tobacco "; and

(D) by amending paragraph (31 to read as
follows:

"(3)( RAcepe as provided tn aubpara-
graphs (B1 an WCJ, any assessment to be
paid by a plaucer or a purchase, under
paragraph (t; W be collected frm the
person who aPeWdw the tobacco nvetved
from such producer, except th if the tobac-
co is marketed by sale, an amount equal to,
the producer assessment may be deducted by
thm purchaser from te price paid to such
poduccr.

"(B) If tobacco of the kind for which an
Account is established is marketed by a pro-
ducer through a unrehoueman or agent,
both the producer _d the purchaser ases-
ment shall be coULcftl& m such warehouse-
man or aget, who m

"(i) deduct an amroint equal to the pro-
ducer assessment from the price pafs to the
producer; and

"(it) add an amount equal bto e purehas-
er asmsem nt to the price Paid by the pur-
chaser.

"(C) If tobacco of the kind for which an
Account is eaished is marketed by a pro-
ducer direls WJo any person outside te
United States;'* the proUecer and the
purchaser assessment shall be collected from
the producer, who may add an amount
equal to the purchaser assessment to the
price paid by the puas asen " and

(4) by adding at the end thereaf Me taoo-
ing new subsection.-

"(j)(l)(A) Each person who fails to eollect
any assessment as rquiJred by subsection
tdl(3) and remit such aocrsnent to the Cor-
poration, at such ttim.w in such manner
as may be prescrtbed by the Secretary, shall
be liable, in addition to any amount due, to
a marketing penalty at a rate equal to 75
percent of te average market price (calec-
lated to the nearest whole cent for the kind
of tobacco invoked for the immediately pre-
ceding year on the quantity of tobacco as to
which LUhcvwre occurs

"(B) The $cvetary may reduce any such
marketing penaty in such amount as the
Secretary determines equitable in any case
in which the Secretary determines that the
faiture twa unintentional or without knowl-
edge on the part of the person concerned

"(C) Any penalty provided for under this
paragraph shall be assessed by the Secretary
after notice and opportty for a hearing.

'(2H)A) Any person apnost whom a penal-
ty is assessed under W subsection may
obtain review of such penalty in an appro-
priate district court of the United States by
.F4*ng a civil action in such court not later
than 30 days after such penalty is imposed
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"(B) The Secretary shall promptly file in

such court a certified copy of the record on
which the penalty is based.

"(3) The district courts of te *United
States shall have jurisdiction to review and
enforce any penalty imposed under this sub-
section.

"(4) An amount equivalent to any penalty
collected by the Secretary under this subsec-
tion shall be transmitted by the Secretary to
the Corporation, for deposit in the Account
of the appropriate association.

"(5) The remedies provided in this subsec-
tion shall be in addition to, and not exclu-
sive of, other remedies that may be avail-
ab2e ".

(c) The Secretary of Agriculture shall im-
ptment sections 792A through 792G, and
te amendments made by such sections,
tithout regard to the provisions requiring
notice and other procedures for public par-
tieattion in rulemaking contained in sec-
tion 553 of title 5, United States Code, or in
any directive of the Secretary.

(d) The section heading of section 106A of
the Agricultural Act of 194J (7 U.S.C. I445-1)
is amended to read as follows:

"PRODUCER CONfT7UZBUTONS AND PURCHASER
ASSESSMENTS OR NO NHT COST TroACCo FUND '

PURCHASE Of MINVE ORY STOCK

SEC. 792G~ Nottithstanding any other pro-
vision of late, in order to reduce or elimi-
nate the excessie inventories of Flue-cured
and Burley tobacco held by associations
from the 1976 though 1984 crops, and in
order to provide for the orderly disposition
of such excessive inventories of tobacco In a
manner that will not disrupt the orderly
marketing of new tobacco crops and mini-
misr any losses the Federal GovernmenL'

a)(l) The producer-owned eooperative
marketing association that has entered into
a loan agreement with the Commodity
Credit Corporation to make price support
avatlable to produccrs of Flue-cured tobacco
shall offer to sel the stocks of Flue-cured to-
bacco of the association from the 1976
through 1984 crops as provided in this sec-
tion.

(2) Each producer-owned cooperative mar-
keting association that has entered into a
loan agreement with the Commodity Credit
Corporatfon to make price support avail-
able to producers of Burley tobacco shall
offer to sell its stocks of Burtey tobacco from
the 1982 ant 198'4 crops as provided in this
section.

(3)(A)(i) Not later than 30 days after the
date of enactment of this subpart, the Com-
modity Credit Corporation shall acquire
title to the Burley tobacco from the 1983
crop that is pledged as security for loans on
such tobacco by calling the loans on such to-
bacco.

(it) The Cowrportion shall, then, offer such
tobacco for sale at such times, in such quan-
tities and subject to suck conditions-as the
Corporation considers appropriate.

(B) If the Commodity Credit Corporation
has not sold all of the stocks of the 1983 crop
of Burley tobacco within 2 years from the
date the Corporation calls the loans on such
tobacc the Corporation may offer to sell to
domestic Inufacturers of cigarettes the re-
moining stocks of such tobacco as provided
in this section

(bf})(A) The stocks of Flue-cured tobacco
from the I976 through 1984 crops shall be of-
fered for sale at the base prices including
carrying charges, in effect as of the date of
the off/er, reduced by-

(1) 90 percent for Flue-cured tobacco from
the 1976 through 1981 crops, and

(it) 0I percent for Flue-cured tobacco from
the 1982 thwugh 1984 crops
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(B) The purchasers of the stocks of Flue-

cured tobacco from the 1976 through 1984
crops shall pay the full carrying charges that
have accrued to such tobacco from the date
of the offer made under this section to the
date that such tobacco is removed from the
inventory of the association.

(2I)A) The stocks of Burley tobacco from
the 1982 crop shall be offered for sale at the
listed base price in effect as of July 1, 1985.

(B) The stocks of Burley tobacco from the
1984 crop shall be offered for sale at the
costs of the association for such tobacco as
of the date of enactment of this subpart.

(C) The purchasers of the stocks of Burley
tobacco from the 1982 crop shall pay the full
carrying charges that have accrued to such
tobacco.

(D) The purchasers of the stocks of Burley
tobacco from the 1984 crop shall pay the full
carrying charges that have accrued to such
tobacco from the date of enactment of this
subpart to the date such tobacco is removed
from the inventories of the associations.

(3)(A) After the 2-year period specified in
subsection (a)(3)(B) has expired, if the Com-
modity Credit Corporation offers to sell the
stocks of the Corporation of Burley tobacco
from the 1983 crop to domestic manufactur-
ers of cigarettes, -such stocks shall be offered
for sale at the costs of the association, in-
cluding carrying charges, as of the date on
which the Corporation calls the loans on
such tobacco, reduced by 90 percent.

(B) Neither tobacco producers nor tobacco
purchasers shall be responsible for carrying
charges that accrue to the 1983 crop Burley
tobacco after the date on which the Com-
modity Credit Corporation calls the loans
on such tobacco.

Ic)(1)(A) Each domestic manufacturer of
cigarettes may enter into agreements to pur-
chase inventory stocks of Flue-cured and
Burley tobacco, in accordance with this sec-
tion.

(B) To be eligible for the reductions in
price specified in this section, such manu-
facturer shall enter into such agreements as
soon as practicable. but not later than 90
days, after the date of enactment of this sub-
part

(C)(i) Such agreements shall provide that
over a period of time, each participating do-
mestic manufacturer of cigarettes shall pur-
chase a percentage of the stocks of Flue-
cured and Burley tobacco held-

(I) by the producer-owned cooperative
marketing associations at the close of the
1984 marketing year; or

(111) in the case of the 1983 crop of Burley
tobacco, by the Commodity Credit Corpora-
tion at the time the Corporation offers such
tobacco for sale to domestic manufacturers
of cigarettes under this section.

(ii) The period of time referred to in clause
(i) may not exceed-

(I) in the case of Flue-cured tobacco, 8
years from the date of enactment of this sub-
part,

(II) in the case of Burley tobacco from the
1982 and 1984 crops, 5 years from the date of
enactment of this subpart, and

(111) in the case of the 1983 crop of Burley
tobacco, 5 years from the end of the 2-year
period referred to in subsection (a)(3)(B).

(2)(A)(i) The percentage to be purchased
by each participating manufacturer shall be
at least equal to the respective percentage of
the participating manufacturer of the total
quantity of net cigarettes manufactured for
use as determined by the Secretary of Agri-
culture under this paragraph on the basis of
the monthly reports ("Manufacturer of To-
bacco Products-Monthly Reports") submit-
ted (on ATF Form 3068) by manufacturers of
tobacco products to the Bureau of Alcohol,
Tobacco and Firearms of the Department of
the Treasury.
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(ii) The Secretary of Agriculture shall re-

quest from the Secretary of the Treasury
copies of such monthly reports necessary to
make the determinations required under
this section.

(iii) Notwithstanding any other provision
of law, the Secretary of the Treasury may re-
lease and disclose such information to the
Secretary of Agriculture.

(B) "Net cigarettes manufactured for use"
shall be computed by subtracting--

(i) the cumulative figures entered for large
and small cigarettes in item 16f of ATF
Form 3068 ("Reduction to tobacco");from

(ii) the cumulative figures entered for
large and small cigarettes in item 7 of such
form ("Manufactured").

(C)ti) The percentage to be purchased by
each participating manufacturer shall be
determined-

(I) on the date of enactment of this sub-
part, and

(II) annually thereafter over the course of
the respective buy-out periods specified in
this subsection

(ii) Such percentage shall be determined
by dividing--

(1) the average net cigarettes manufac-
tured by a manufacturer for use for the 12-
month period immediately preceding the ap-
propriate determination date (the date of
enactment of this subpart and annually
thereafter over the course of the respective
buy-out periods specified in this subsection);
by

(11) the aggregate average net cigarettes
manufactured by all domestic cigarette
manufacturers for use for such 12-month
period.

(D)(i) The qartity of tobacco to be pur-
chased by each participating manufacturer
shall be determined annually.

(fi) Such quaniy shall be based on-
(1) the percentage of net cigarettes of a

manufacturer tnufactured for use, as de-
termined under subparagraph (C); multi-
plied by

(II) the appropriate annual quantity to be
withdrawn from the inventories of the asso-
cfations or the Commodity Credit Corpora-
tion

(iii) The. appropriate anntal quantity to
be withdrawn from inventories shall be-

(1) 12Y percent of the inventories of Flue-
cured tobacco from the 1976 through 1984
crops on hand on the date of enactment of
this subpart,

fid) 20 percent of the inventories of Burley
tobacco from Dze 1982 and 1984 crops on
hand on the date of enactment of this sub-
part; and

II) 20 percent of the inventories of
Burley tobacco from the 1983 crop held by
the Commodity Credit Corporation on the
date that is 2 years after the call of the loans
on such tobacco by the Corporation.

FE) Any purchases by a manufacturer from
the inventories of the associations or from
the Commodity Credit Corporation for a
crop covered by this section in any year of
the buy-out period that exceed the quantity
of the purchases of the manufacturer re-
quired under the agreement, as determined
under this section, shall be applied against
future purchases required of such manufac-
turer.

(3) In carrying out this section, manufac-
turers may confer with one another and,
separately or collectively, with associations
the Secretary of Agriculture, and the Com-
modity Credit Corporation, as may be neces-
sary or appropriate to carry out this section
and the purposes of this subpart

(d)(l)(A) Each agreement entered into
under this section shall be submitted to the

f Secretary of Agriculture for review and ap-
proval
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(B) In the case of an agreement to pur-

chase tobacco from the inventory of a pro-
ducer association, the agreement shall be
submitted by the association.

(C) No agreement may become effective
until approved by the Secretary.

(2) The Secretary of .4griculture shall not
approve any agreement submitted under
this section unless the Secretary has deter-
mined that-

(A) the agreement-
(i) will not unduly impair or disrupt the

orderly marketing of current and future to-
bacco crops during the term of the agree-
ment; and

iti) is otherwise consistent with the pur-
poses of this subpart; and

(B) the price and other termJ of sale are
uniform and nondiscriminatory among var-
ious purchasers.

(e) Subsections Ic) and (d) of section 320A
of the Agricultural Adjustment Act of 1938
(as added by section 792B(d)) shall apply to
information submitted by domestic manu-
facturers of cigarettes under this section
with respect to net cigarettes manufactured
for use, including information provided on
A TF Form 3068.

REVIEW OF TOBACCO ORADINO SYSTEM AND

DISASTER CROP DESIGNAT7ON

Sec. 792H. (a)(l)(A) The Secretary of Agri-
culture shall conduct a comprehensive study
of the methods and procedures for grading
tobacco marketed in the United States

(B) In carrying out such study, the Secre-
tary shall evaluate, among other things-

(i) the extent to which grades assigned to
tobacco accurately reflect the quality of such
tobacco;

(ii) the extent to which the number of
grades of tobacco affects the operation of the
grading system, and

(iii) the competence and independence of
tobacco graders.

(2) The Secretary shall also study the feasi-
bility and desirability of-

(A) providing for a grade that would be
used to designate tobacco that is of such
poor quality as a result of a natural disaster
as to affect substantially the marketability
of such tobacco, and

(B) establishing a price support level if
any, for such tobacco that may be adjusted
by the Secretary as necessary to facilitate
the sale of such tobacco and protect the no
net cost funds or accounts.

(b)tl) Not later than 120 days after the
date of enactment of this subpart the Secre-
tary of Agriculture shall report the results of
the studies required under subsection (a), to-
gether with any recommendations for neces-
sary legislation, to the Committee on Agri-
culture of the House of Representatives and
the Committee on Agrtculture, Nutrition,
and Forestry of the Senate.

(2) As soon as practicable after submission
of the report required under paragraph (1t),
but not later than the opening of the market-
ing season for the 1986 crop of Flue-cured to-
bacco, the Secretary shall implement any
recommendations made in such report that
may be implemented by the Secretary under
existing authority.

INVESTMENT OF TOBACCO INSPECTION rFEs
SEc. 7921 Section 5 of The Tobacco Inspec-

tion Act (7 U.S.C. 511d) is amended-
(1) by inserting 'late payment penalties,

and interest earned from the investment of
such funds, " after "The fees and charges, " in
the ninth sentence;

(2) by inserting after the ninth sentence
the following new sentences: "Any funds re-
alized from the collection of fees or charges
authorized under this section and section 6
and credited to the current appropriation
account incurring the cost of services pro-
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vided under this section and section 6 late
payment penalties, and interest earned from
the investment of such funds may be invest-
ed by the Secretary in insured or fully coUa-
teralized, interest-bearing accounts or, at
the discretion of the Secretary, by the Secre-
tary of the Treasury in United States ov-
eminent debt instrument& Any income real
tzed from this activity may be used to pay
the expenses of the Secretary of Agriculture
incident to providing services under this Act
or reinvested in the manner authorized in
the preceding sentence. "; and

(3) by striking out "Such fees and charges"
in the tenth sentence (as it existed before the
amendment made by clause (2)) and insert-
ing in lieu thereof "The fees and charges au-
thorized in this section':

FFECTIVZ DATE
SMc 792J. Except as otherwise provided in

this subpart, this subpart and the amend-
ments made by this subpart shall become ef-
fective on the date of enactment of this sub-
part.

PART 4--EMPLOYMENT TAX PROVISIONS
SEC 75L MEDICARE COVERAGE OF, AND APPLICA-

7'ON OF HOSPITAL INSURANCE TAX o

(a) APPLIcAnowN Or HosPrrAL INSURNCE TAx
TO STAY AND LOCAL GOVErRNMENTAL EYPLOy-
MENT.-

(1) IN OGN.RAL-Subsection (U/ of section
3121 (relating to definitions) is amended to
read as follows,'

"(u) APPLICAT7oN OF HosrrTAL INSURANCE
TAX TO FDERAL, STA, AND LOCAL GOVERN-
METAL EYMPLOYMENTr.-

"(1) IN oGENERA-The taxes imposed by
sections 3101(b) and 3111(b) shall apply to
medicare, qualified governmental employ-
ment.

"(2) MrDICAA QUALrFID GOVERNMENTAL EM-
PLoYMEN.--The terms 'medicare qualified
governmental employment' means any serv-
ice which is medicare qualified Federal em-
ployment (as defined in paragraph (3)) or
medicare qualified State and local govern-
mental employment (as defined in para-
graph (4)).

"(3i MEDICARE QUALIED EDERA4L EMPLOY-
urEmr.-Medicare qualified Federal employ-
ment means any service which would consti-
tute 'employment' as defined in subsection
(b) but for the application of subsection
lb)(5).

"(4) MEDICARE QUALIFIED STATE AND LOCAL
GOVERNMENTAL EMPLOYMINT.-Medicare
qualified State and local governmental em-
ployment means any service which would
constitute 'employment' as defined in tsb-
section (b) but for the application of subnec-
tion (b)(7), and which is not covered purtu-
ant to an agreement under section 218 of the
Social Security Act ':"

(2) CONFORMINO AMENDEN7S.-
(A) The second sentence of section 1402(b)

is amended by striking out 'nedicare quali-
fied Federal employment" in subparagraph
(C) thereof and inserting in lieu thereof
'"medicare qualifed governmental employ-
ment'"

lB) Section 3122 is amended by striking
out "3121(u)(2)" and inserting in lieu there-
of "3121 (u)(3)':

(C)(t) Section 3125 is amended by redesig-
nating subsections (a) (b), and (c) as sub-
sections (b), (c), and (d), respectively, and by
inserting before subsection (b) (as so redesig-
nated) the following new subsection-

"(a) STArTS AND POLITICAL SUnDIVISIONs.-
Except as otherwise provided in this section
in the case of the taxes imposed by sections
3101(b) and 3111(b) with respect to medicare
qualified State and local governmental em-
ployment performed in the employ of a State
or any political subdivision thereof (or any
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itlmumntality of any one or more of the
fregoing tshiolh is t oZlj ow.e ned thereby),
the return and pat tQ:%. such taxes may
be made by the heMad tbagener or instru-
mentality having the_ J$ of such em-
ployment, or by such a/t. as such head
miay designate The person making such
return may, for convenience of administra-
tion make payments of the tax imposed
undef,. ttion 3111 with respect to the ser.-
ice of such individuals without regard to the
contribution and benefit base limitation in
section 312Jlai(1). "

tit) The heading for such section
3125 is a menbV inserting "STATES AND
POLI7ICAL 8U ONS " before "GUAM':

Witi) The item iattng to section 3125 in
the table of sections for subchapter C of
chapter 21 is amended by inserting "States
and political subdivisions" before "Guam"':

(D) Section 6205(a) is amended by adding
at the end thereof the following new para-
graph-

"(5) SrArs AND POLTICAL SUBDIVISIONS AS
ErP.LoYL-For purpoe of this subsection,
in the case of remunerqaon received from a
State or any political sivtstion thereof (or
any instrumentality of.- one or more of
the foregoitn which is -'owned there-
by) during any calendar year, each head of
an agency or instrumentality, and each
agent designated by either, who makes a
return- pursuant to section 3125(a) shall be
deemed a Wparate employer.':

(E)tl) Seion 6413(a) is amended by
adding at the end thereof the following new
paragraph' ::

"(6) STWr=s P OrnCAL SUBDIVISIONS AS
ErPLor--or' F' ose s of this subsection,
in the case of remEneration received from a
State or any political subdivision thereof (or
any instrumentality of any one or more of
the foregoing which is wholly owned there-
by) during any calendar year, each head of
any agency or instrumentality, and each
agent designated by eitheer, who makes a
return pursuant to '4etion 3125(a) shall be
deemed a sepaate emrP.':

(ti) Section 6413Z(c)(2tnended-
(I by striking out "3125(aJ' "3125(b)"'

and "3125(c)" in subparagraphs (D), (E),
and (F), respectively, and tnserting in lieu
thereof "3125(b)J' "3125(c)' and "3125(d)':
respectively, and

(HI) by ad&* at the end thereof the fol-
lowing new pagraph'

"(o) EPLO .or STATES AND POLITICAL
sUBDVmsISIOS.-I-l case of remuneration
received from a State or any political subdt-
vision thereof (or any instrumentality of
any one or more of the forgoing which is
wholly owned thereby) during any calendar
year, each, head of an agency or instrumen-
tality, and each agent desr ted by either,
who makes a return purAs4t to section
3125(a) shall for purposes of this subsec-
tion, be deemed a separate employer."

(3) RLouIATioNs-Taxes paid under sec-
ttions 3101(b) and 3111(b) of the Internal
Revenue Code of 1954 by States or political
subdivision thereof (or any instrumentality
of any one or-ore of the foregoing which it
wholly otwned.4wreby) with respect to medi-
care qualified StAW and local governmentat
employment shall be collected pursuant to
the regulations issued by the Secretary of the
Treasury under section 6302 of such Code in
the same manner as tf such entity was a prt-
vate employer.

(b) ENTIrrTrLr r Tr HotpVr4 I/NSURsacr
BENrrll--

(1) DEFINITION.-Section 210(p) of the
Social Security Act is amended to read as
follows:

"Me icare Qualifted Governmental
Employment

"(p!)i For purposes of sections 226 and
226A, the term 'medicare qualified govern-
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mental employment' means any service
which is medicare qualified Federal employ-
ment (as defined in paragraph (2)) or medi-
care qualified State and local governmental
employment (as defined in paragraph (3)).

"(2) Medicare qualified Federal employ-
ment means any service which would consti-
tute 'employment' as defined in subsection
(a) but for the application of subsection
(a)(5).

"(3) Medicare qualified State and local
governmental employment means any serv-
ice which would constitute 'employment' as
defined in subsection (a) but for the applica-
tion of subsection n a)7), and which is not
covered pursuant to an agreement under
section 21&':

(2) EATmLsErzfr rT HosPrrTAL INSwURANCz
BsENErrrs-Section 226(a)(2)(C)(t),
226(b0)2)(C)(i)(I), 226Ata)(1)(A)(ti, and
22&4(a)()(tB)(iii) of the Social Security Act
are each amended by striking out 'medicare
qualified Federal employment (as defined in
section 210(p))" and inserting in lieu there-
of in each instance "medicare qualifed gov-
ernmental employment (as defined in sec-
ttion 210tp)(1))"'

(3) CONrroRImN AMEo DMr&-s -Section
1811 of the Social Security Act is amended
by striking out "Federal employment" each
place it appears in clauses (1) and (2), and
inserting in lieu thereof in each instance
"governmental employment".

(Ici rmcrvT DA rs--
(1) HosPI ruA NSURANCE TAXE.S.-The

amendments made by subsection (a) shall
apply to ervice performed after September
30, 1986.

(2) MEDICARE covRAG.o--
(A) IN G -NER&L-The amendments made by

subsection (b) are effective on' and after Oc-
tober 1, 1986, and the amendments made by
paragraph-(2) of that subsection apply to
service performed after September 30, 1986.

(B) TRArmwHTr oF CURREN DwISABLmfEs--
For purposes of establishing entitlement to
hospital insurance benefits under part A of
title XVIII of the Social Security Act pursu-
ant to the amendments made by subsection
(b/ or the provisions of subsection (d), on
the basis of medicare qualified State and
local employment, no individual may be
considered to be under a disability for any
period before October 1, 1986

(d TRAsromoAL PRO VISION.-
(1) IN GoNERAL-For purposes of sections

226 2264, and 1811 of the Social Security
Act, in the case of any individual who-

(Al performs service during October 1986
which constitutes medicare qualified State
and local governmental employment (as de-
fined in section 210(p)(1) of such Act); and

(B) performed service prior to October 1,
1986 which would constitute medicare
qualfid State and local governmental em-
ployment if performed after October 1, 1986,
such individual's State and local govern-
mental employment performned before Octo-
ber 1, 1986 shall be considered to be "en-
ployment" (as defined for purposes of title II
of such Act), but only for the purpose of pro-
viding the individual (or another person)
with entitlement to hospital insurance bene-
fits under part A of title XVIII of such Act

(2) APPmoPjrTroNs.-There are authorized
to be appropriated to the Federal Hospital
Insurance Trust Fund from time to time
such sums as the Secretary of Health and
Human Services deems necessary for any
fiscal year, on account of-

(A) payments made or to be made during
such fiscal year from such Trust Fund with
rspect to individuals who are entitled to
benefits under title XVIII of the Social Secu-
rity Act solely by reason of paragraph (1) of
this subsection,
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(B) the idtditonal administrative er-

penses vesuing or expected to result there-
from and

(tC any loss in interest to such Trust Fund
resulting from the payment of thae
amounts
in order to place such Trust Fund *n the
same position at the end of such fiscal year
as it would have been in if this subseotion
had not been enacted.
sEC 734. RAILROAD UVONiTrHIAV' INSURANCE

REFORY.
(a) RATE OW RAILROAD UrEmpLOYMEIrr Rs

PAYMNT TAX.-Subsection tc) f section 3321
(relating to rate of srailr unrmptloyment
repayment tax) is amsmrld to read as fol-
lows:

"'c) RATE oF TAx.--jr purposes of this
section-

"(1) I GENEoRAL.-ta applicable percent-
age for any taxable period sha be te sum
4Of-

"(A) the basic rate for uch period, and
"B) the aurturax sa (if any) for such

period
"12) BAsic RAT.-For purposes of para-

graph (I)-
"(A) For periods before 1989.-The basic

ate shall be-
"(t) 4.3 percent for the taxable period be-

ginning on July 1, 1986, and ending on De-
cember 31, 1986,

"(ii) 4.7 percent for the 1987 taxable
period, and

"(lii) 6 percent for the 1988 taxable period
"(B) For periods vfter 1988.-For any tax-

able period beginning after December 31,
1988, the basic rate shall be the sum of-

"(i) 2.9 percent, plus
"(ii) 0.3 percent for each preceding taxable

period after 1988.
In no event shall the basic rate under this
subparagraph exceed 5 percent.

"13) SURTAX RAre.-Por purposes of para-
graxph (1), the surtax rate shall be-

"(A) 3.5 percent for any taxable period if
as of September 30 of the preceding calendar
year, there was a balance of transfers (or
unpaid interest thereon) made after Septem-
ber 30, 1985, to the railroad unemployment
insurance aceount under section 10(d) of the
Railroad Unemptormnent Insurance Act; and

"(B) zero fAr anu other taable period
"(4) BAsc4ar NOT i APLY TO RAiL WAGES

PAID AFTER SEPEDBER se, 1900.-The basic
rate under paragraph (WAJ shall not apply
to rail wages paid alter September 30,
1990."

(b) BASS Q TAX To Be COMPENSAT7ON USED
FOR RsHrAB RETIRE~MET TAX PURPosES.-
Subsection b) of section 3323 (dejfning rail
wages) is amended to ead as fllow:

"lb) RA.L .WAGE.-
"(1) IN OENEsRAL-For purposes of this

chapter, the term 'rtil ages' means com-
pensation (as defrned tn section 3232(e) for
purposes of the tax imposed by section
3201(a)) with the modifications specified in
paragraph (2).

"(2) MonoicATrovs.-In applying subsec-
tion (e) of section 3231 for purposes of para-
graph (l1-

"A) OdyV employment covered by railroad
unemployment insurance act taken into ac-
count-Such subsection (e) shall be ap-
plied-

"(i) by substituting 'rail employment' for
'service' each place it appears.

"(ii) by substituting 'rail employer' for
'employer' each plaoe it appears, and

"(iii) by substituting 'rail employee' for
'employee'each place it appears.

"(B) $7,000 WAGE BAss.-Such subsection
(e) shall be applied by substituting for 'the
applicable base' in paragraph (2)(A)(i)
thereof-

"i) except as provided in clauses (ii) and
(ii), '$7,000

"lii) $3;500' for the *axable period begin-
nftn on J9j 1, 195 and ending on Decem-
ber 31, I9, ald

"fiti) for *amoses of applying the basic
rate under section 3321(c)l1)(A), '$5,250'for

ie taxable period beginning on January 1,
190.

-') SuccEssoR zMPLOERP- -For purposes
WVgis subsection, rules similar to the rules

.*icrOable under section 32311e)(2)(C) shall
awp y. ';

Oc) Uss or TAx.-
(1) IN oGE.RAL-Paragraph (2) of section

232(a) of the Railroad Retirement Revenue
Act of 18J3 relating to tax used to repay
loans made to railroad unemployment in-
surance account) is amended to read as fol-
lows.

"(2) TAmES cmwTD AaINsr LONS To RAIL-
ROAD UNEMPLLOY3 INSURANCE ACCOUNT.-

"(A) TrXzs rnupTALE TO £awC mr TO
REDUCE RAU THEMPL OYM RCLQM MADE
BEFORS OCTO 1, 19S5.-SO much of the
amount troaneed under paruenph (1) as
is att *ztonf$O the basic rate under sec-
tion 3321fcg&) of the Internal Revenue
Code of I lta l be credited ufainst, and
operate toe-*uce, the outstandit balance
of raProed unemployment loans made
before O r 1, 1985.

"(B) T7ks ArTRrBurTAB To 6rtMx RATE
TO REDUCE RAILROAD oUEMPLOWY~I LOANS
MADE FTER SEPTEMBER 30, 198s.-1Q9--moc of
the amount transferred under para~ r (1)
as is attributable to the surt ra ts uftder
seCtion 3321(c)(1)(B) of sud Code shall be
credited against and operate to reduce, the
outstanding balance of rmusroad unemploy-
ment loams made after September 30,1985.';

(2) TRASNFS To RTALROAD UNEMPLOYfJrT
r uNDR LAN REPAmu-Subsection (c) of
section 232 of srchAct is amended-

(A) by strtikig out "the amount" in para-
graph (1) andt uerting in lieu thereof "the
amount desc~ in subparagh (A) or
(B) of subsmcdo (a)(2)", and

(B) by inser.g before the comma at the
end of pagroP4j (2) "against -which the
amount descrlf tn such parahgrh may be
credited un4ereuch subparagrap7t

Id E)xTroN oF AUrTORroy TO BORROW
FROM RAILRoAD REsTrmEarE Accoum, Vsr or

(1) LOAN AvUTtoRITY rxvwnSov.-Section
10(d) or the Railroad Utnemlomnent Insur-
ance Act is amended by striking out the last
sentence

(Z) Uss Or R'RANSrFR&-Section 10(d) of
such Act is amended by inserting after the
second sentence the following new sentence:
"The amounts 'retransferred to the Railroad
Retirement acomunt shall first be credited
.agatnst ard operate to reduce, the outstand-
ing balance of transfers including interest,
made :to the railroad unemployent insur-
ance account from the Railroad Retirement
Account under this subsection prior to Octo-
ber 1, 1985. :

(e) USE or 1 PERCENT or TrER 2 TAxES To
REPAY LOAN.--

(1) IN aENERAL-Section 10 of the Railroad
Unemployment Insurance Act is amended by
adding at the end thererf the following new
subsection:

"(e) In addition to the moneys credited to
the account in accordance with subsections
(a) and t) of this section, there sha not-
withstanding any other law, be crdited to
the account and the Secretary of the Treas-
ury is dtrected to so credit, such part of the
amount appropriated to the Railroad Re-
tirement Account attributable to the taxes
collected under sections 3211(a)t2) and
3221(b) of the Internal Revenue Code of 1954
for calendar year 1986, calendar year 1987.
calendar year 1988, and calendar year 1989
and the first oquarter of calendar yeaf 1990
as is equal to 1 percent of the total compen-

sation en xso u oeeuar ts re based for
each u* wpemoL he amounts credited to
the accen wntr this tubsection shull be
creditel w ,ainst ad operate to reduce, the
outstanding balance of loans made to the
account from the Railroad Retirement Ac-
count under subsection fd) of this section
prior to October 1, 1985, including i*lesmeL
The Board shall Jrem time to time requeet
the Secretary of the Treasury to 2tansfr
amounts credited to the account puwsuant
to this subsection from the account to th
credit of the Railroad Retirement Acount
and the *eobur , rl make nufh trIner.
If aWg noeys credited to JeX tcot under
this 4-bseato n remain in the ccovu Arfr
theoutsanding balance of te hcJon made
to the account prior to October 1, 19e5, has
been totally repaid with interest, the Board
shall request the Secretary of the Treasr1u to
transfer from :te -account to the Rairoad
Retirement Account mch nmat~ni meneys
and the Secrtary shall mae such rans-
fer. ":

(2) CoNtrosmao NADEwmeNT..-ubseabion
(b) of section 10 of the Railroad Unemploy-
ment Insurance Act is amended by striking
out "AU moneys" and inserting in lieu there-
of "Except as provided in subsections (d)
and (e), allU ney'"

(f) TErcHmCAL ArtmNSMN.--
(1) Subsection (a) of section 3322 (relating

to tazabe k.period) i amended-
(A) by adding "ad at the -end of para-

graph (1), and
(B) by striking -ot paragraphs 21) and (3)

and inserting in lieu thereof the following:
"12) each calendar year after 1986."

(2) Subsection (b) of section.3322 (relating
to earlier termination if loan to rail umn-
ploymet fund repaid) is amsnded-

(A) by striking out "The tax imposed by
this chapter shall not apply" and inserting
in lieu tkerof "The basic rate under section
3321(cl)(1A(i of the tax imposed by section
3321 shal not appl': and

(B) by inserting "made before Octdber 1,
1985," after "no balance of transfer" in
paragraph () thereof.

Ig) EFFEcrrTv DAT.-
(1) IN GNERALr-Except as provided in

paragraphs (2) and (3), the amendments
made by this section shall apply to rneu-
neration paid after June 30, 1986.

(2) LoAN AurVoHrry lx'rENSIoN.-The
amendment made by subsection (d) shall
become effecttive on October 1, 1985.

(3) Tza . TAXrs DIvzRSON.-The amend-
ments made by subsection le) shall become
effective on January 1, 1986
SEC 79& TERMINATION OF. EPAYABLE ADVANCWB

TO BLACK LUNG DIlABILTY TRUST
FUNDI

Section 9501(c) (relating to repayable ad-
vances to the Black Lung Disability Trust
Fund) is amended by adding at the end
thereof the following new paragrapw

"(4) TXMBuiATroN.-No advance shall be
made to the Black Lung Disability Trust
Fund aoterSeptember $0, 1986. ':
SEC 7. CERTAIN PERMANENT EXEMPTIONS PRO

T IE PERAL UNEMPLOYAENT rAX
AT.

(a) CERTAIN AORIUcLTURAL LAsoR-Para-
graph (.1M() of section 3306(c) (defftnng em-
ployment) is amended by striking out
'beore January 1, 1986,".

tb) FuaLL-Tme -UDEmN EmPLoYED BY
SUMreR CamP&-Notlithstanding para-
graph (3) of section 276tb) rWf the Tax Equity
and Fiscal Responsibility Act of 1982, the
amendments made by paragraphs (1) and
(2) of such section 276(b) shall also apply to
remuneration paid after September 19, 1985.

4o) SER viCE PEFRORMED ON CBRTAIN FISH-
iWG BOATS,-
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(1) IN GENERAL-Section 822(b) of the Eco-

nomic Recovery Tax Act of 1981 is amended
to read as follows:

"(b) EFFEcTIvE DATEs-The amendments
made by subsection (a) shall apply to remu-
neration paid after December 31, 1980.

(2) TEscHmNcL AeNENDMENT.-Paragraph (20)
of section 3121(b) (defintng employment for
purposes of Federal Insurance Contribu-
tions Act) is amended by inserting "(other
than service described in paragraph (3)(A))"
after "service'"

PART --MISCELLANEOUS PROVISIONS
SEC 717. AUTHORIZATION OF ADDITIONAL FUNDS TO

INTERNAL REVENUE -SERVICE FOR
REVENUE ENFORCEMENT AND RELAT.
ED PURPOSES

There is authorized to be appropriated
$46,500,000 for each of the fiscal years 1986,
1987, and 1988 for the use of the Internal
Revenue Service to employ 1,550 additional
agents and examination employee&
SEC 7M LiMITA70N ON t1SUANCE OP ULN16D

STA TES NONDS
Subsection (a) of section $102 of title 31,

United States Code, is amended by striking
out "$200,000,000,000" and inserting in lieu
thereof "$250,000,000,000".
SEC 71 UYLIMITATIONS ON AWARDING OF COURT

COSTS AND CERTAIN FEES MODIFIED.
(a) MAxirMU DOLLAR LIMrITATION RE.

movED.-Subsection (bJ of section 7430 (re-
lating to awarding of court costs and cer-
tain fees) is amended by striking out para-
graph (tL and redestgnating paragraphs (2),
(3), and (4) as paragraphs (1), (2)1, and (3),
respectively.

(b) AWARDINo OF COURT Cosrs AND CERTAIN
FESs DENIED rr UNITED STATES PROVES 1m PO-
smON Is SUBSTANTrALLY JUmTED OR SPECzAL
CIRCUMSTANCEs ExrsT OR rr PREVAILrNO PARTrY
PROTRACls PROCEEDINOS.-

t(1 IN OGENERAL-Section 7430(b) (relating
to limitations to awarding of court costs
and certain fees) is amended by adding at
the end thereof the following new para-
graphs:

"(4) PosrmoN or uvrrrD srrTEA sUBsrTrrraNL-
LY JSTIFIED OR sPECIAL CIRCUvMSTANcs
rxr.--A Judgment for reasonable litigation
costs shall not be awarded under subsection
(a) if the court determines that-

"(A) the position of the United States was
substantially justUted, or

"(B) special circumstances exist which
would make such a judgment unust.

"(5) CosTs DENTrD wruRs PARTY PREVALNG
PROTRACrs PROCEEDNGS.--No award for rea-
sonable litigation costs may be made under
subsection (a) with respect to any portion of
the civil proceeding during which the pre-
vailing party has unreasonably protracted
such proceeding.:

(2) CONFOR m AmENr.Exm nr.-Su bara-
graph (A) of section 7430(c)(2) (defining pre-
vailing party) is amended by striking out
clauses (t) and (it) and inserting in lieu
thereof the following new clauses'

"(i has substantially prevailedt with re-
spect to the amount in controversy, or

"(ti) has substantially prevailed with re-
spect to the most sgntificant issue or set of
issues presented. "

(c) ADDITIONAL LIMrrTroNs ON FEES or
EXPERT WITNESzEs AND ATrrORNEY.-Sub-
paragraph (A) of section 7430(c)(1) (defin-
ing reasonable litigation costs) is amended
to read as follows:

"(A) IN OENERAL-The term 'reasonable
litigation costs' tncludes-

"t) reasonable court costs, and
"iit/ based upon prevailing market rates

for the kind and quality of services fur-
nished-

"(I) the reasonable expenses of expert wit-
nesses in connection with the civil proceed-
ing, except that no expert witness shall be
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compensated at a rate in excess of the high-
est rate of compensation for expert witn7esses
paid by the United States,

"(I) the reasonal4 oo o of any study,
analysis, engineerin ort test, or. proect
which is found by the court to be necessary
for the preparation of the party's case, and

"(ilI) reasonable fees paid or incurred for
the services of attorneys in connection with
the civil proceeding, except that such fees
shall not be in exss of $75 per hour unless
the court determines that an increase in the
cost of living or a special factor, such as the
limited availability of qualified attorneys
for such prOceeding, justifies a higher rate':

(d) Poymsn oF UNrrED STATES INCLUDES
ADmmsrrNTRA *CcoN.-Sectio n 7430(c) ire-
lating to defit ) is amended by addirng
at the end thereof the following new para-
graph.

"(4) PosTmN OF UNIT STATEs.-The term
'position of the United States' includes-

"(A) the position :taken by the United-
States in the civil pr9noo ding, and

"(B) the administrthe action or inaction
by the United States ituo -whitch such pro-
ceeding is based ':

(e) PROVISIONS MgADRMA4RNEf.--Section
7430 is amended by striking out subsection
(fJ'

(f) Fiscr7vE DAT--The amendments
made bV this section shall apply to civil ac-
tions or proceedings commenced after De-
cember 31, 1985.
SEC 7SA. ADDITIONAL CUSTOMS PERSONNEL

(a) IN Gsw.aWL-
(1i AUTIMOR t#ION OF APPROPRIATIONS.-In

addition to afouther amounts authorized
to be appropriated for the United States
Customs Service for fiscal years 1986 1987,
and 1988, there are authorized to be appro-
priated $27,900,000 for each of such fiscal
years to fund the 800 additional full-time
equivalent positions qutired under para-
graph (2). ; i' -

(2) CRT7ION OF ADDM~L POsITONs-The

Commissioner of CustoYis shall create 800
full-time equivalent positions in the United
States Customs Service which shall be in ad-
dition to the number of full-time equivalent
positions existing in the United States Cus-
toms Service on September 30, 1985. Such
additional fuU-time equivalent positions
shall be distributed among customs tnspec-
tors, import spetalistst customs patrol offi-
cers, and special agents and shall be used to
enhance the efficiency and availability of
the commercial operations of the United
States Customs Service at the regional and
district leveL

(b) ALLOCATION OF RioIwcs.-Thhe Cornm
missioner of Customs sJensure that suffi-
cient resources are devoted to customs head-
quarters in newly created customs districts
to facilitate the role of such headquarters as
headquarters for the region of which such
headquarters are a part.
TITLE VIII-COMMITTEE ON GOVERN-

MENTAL .AFFAIRS, POSTAL SERVICE
PROGRAMS, CIVIL SERVICE PRO-
GRAMS, AND CIVILIAN AGENCY GOV-
ERNMENT CONTRACTS

PART A-POSTAL SER VICE PROGRAMS
CEILING FOR FISCAL YEAR 19t6 APPROPRIATION

FOR REVENUE FOREGONE

SEC 801. Notwithstanding section 2401(c)
of title 39, United States Code; the total
amount authorized to be'appropriated for
fiscal year 1986 for revenue foregone for free
and reduced-rate mail is $749,000,000.
DERRRAL OF rRANSTmIONAL APPOPRrITION FOR

WORERS' COMPENSATION
Src. 802. Notwithstanding section 2004 of

title 39, United States Code, no funds shall
be appropriated for any fiscal year begin-
ning prior to October 1, 1988, to tedrr out
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the request, bY the Postal Service for
amounts for fiscal year 1986 for reimburse-
ment to the Department of Labor for work-
ers compensation arising from operations of
the former Post Office Department.

DELAY OF STEP 16s RATES TO JANUARY 1, 196s

SEr 803. (a) The increase in postage rates
for nonprofit and certain other mailers an-
nounced by the Board of Governors of the
Postal Service in Resolution No. 85-7
(adopted September 6, 1985) shall not take
effect until January 1, 1986.

(b)tl) Section 3626(ta of title 39, United
States Code, is amended to read as follows'

"(a) Each time rates of postage are estab-
lished under this chapter for a -class of mail
or kind of mailer under former sections
4358, 4452(b), 4452(c), 4554(b), and 4554(c)
of this title; the estimated revenues to be re-
oeived for such class or kind shall be equal
to the direct and indirect postal costs attrib,
utable to mail of such class or mailer of such
kind excluding all other costs of the Postal
Service.

(2) The amendment made by this subsec-
tion shall take effect January 1, 1986.
APPROPRATION CEII NO AND STUDY CONCERNING

TNHRD-CL4SS COMMERCLAL MATERIAL MAILED

AT REDUCED RATE

SEc. 804. (a) Not withstanding section
2401(c) of title 39, United States Code, the
total amount authorized to be appropriated
for each of the fiscal years 1987 and 1988 for
revenue foregone for reduced rates of post-
age under former sections 4452(b) and
4452(c) of such title for mail which adver-
tises or promotes the sale of, recommends
the purchase of, or announces the availabil-
ity of any article, product, servicO tnsur-
ance, or travel arrangements, shall not
exceed 50 percent of the amount which
would have been authorized to be appropri-
ated for revenue foregone for reduced rates
of postage for such mail under such section
2401(c) if this subsection had not been en-
acted

(b)(1) Not less than six months after the
date of enactment of this Act, the Postal
Rate Commission shall prepare and trans-
mit to the Committee on Governmental Af-
fairs of the Senate and the Committee on
Post Office and Civil Service of the House of
Representatives a report which contains rec-
ommendations for legislation to change the
eligibility of mail described in subsection
(a) for reduced rates of postage under former
sections 4452(b) and 4452/c) of title 39,
United States Code, in order to reduce the
amount of revenue foregone for reduced
rates of postage for such mail for each of the
fiscal years 1987 and 1988 to an amount
which is less than or equal to the amount
authorized to be appropriated by subsection
(a) for each such fiscal year. The Commis-
sion's study shall also include former sec-
tions 4355 (a) and (b), former section
4358(d), and former sections 4554 (b) and (c)

(2) In preparing the report required by
paragraph (1t), the Commission shall invite
and consider the ttiews of all interested par-
ties

RESTRICTIONS ON EIGIBILIrY FOR IN-COUNTY
SECOND-CLASS RATES OF POSTAGE

Sc. 805. Section 3626 of title 39, United
States Code, is amended by adding at the
end thereof the following new subsection'

"(f)(1)(A) In the administration of this
section, the rates of postage for mail under
subsections (a), (b), and (c) of former section
4358 of this title shall not apply to an issue
of a publication if the number of copies of
such issue distributed within the county of
publication is less than the number equal to
the sum of 50 percent of the total paid circu-
tation of such issue plus one-
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"(B) Subparagraph (A) of this paragraph

shall not appby -to an issue of a publication
if the total paid circulation of such issue is
less than 10,000 copies

"(2) In the administration of this section,
the rates of postage for mail under subsec-
tions ta), (b), and (c) of former section 4358
of this title shall apply to not more than
20,000 copies of each issue of a publication
mailed at such rates ".
CURINO 0o SBSUDIS FOR lADVERSINO-ORI-

f-reD "PW., US" ISUASS T7o SUBSCRIERS
AT IN-COUNTY RATF'
Slc. 806. Section 3626 o title 39, United

Staie Code (as amended by eaoton 805 -of
4 oct1 is further amende bhy adding at

te ndthbereof the . ?morwne,.4.u4bsectt.
'"(gJ n thie admntistration 4 th7 sectio

the mUmber'of cPiea f4a s/ r cption publi-
oatin ailed to n &nonrubmerrs ng a
calendar year at rates of rstage under sub-
sections fa), (b), and (c) of -former section
4358 of this title may nat w-eed I0 percent
of Uhe number of copies of such pblication
mailed at such rates to subscribers ':

PARr B ---COmv SsRvr PaOoRnrs
PAY ADkmTINES

Src. 8J11. (0tl1) The rates o'pay ulnder the
Oeieral S*hedule and Dhe #,tes of ypay under
the other statutory pay systems referred to
in section :5301(c) f ti 5, Untaed States
Code, 8ali -not be udluskef -under section
5305 of such title duringsial-year 1986.

-(2) Notwithstandhing mW other provision
of law, -the age schedules and rates of pay
for prevailing rate -emp ese described in
section 5342(a)(2) of ittne 5, United States
Code (inoludino employees covered under
section 9(b) of Public Law 92-392 (86 Stat
574, 5 U.6C. 5342 note) and section 704(b) of
Public LomD95-454 (92 Stat 1218; 5 U.SC.
5243 notel), and for officers and members of
crews of vessels shall not be increased under
the provisions of subchapter IV of chapter
53 of title 5, United States Code, or any
other applicable Prbvton of law as a result
of a wage survey or negotiation during
fiscal year 1986, ecept to 4he extent permit-
ted by section 616(a)(2) of the conference
report on H.R 5798, ased to by the House
of Representatives on September 12, 1984, as
contained in 4House Report 98-993 (referred
to in Public Law 98-474, B9 Stat 1963).

/b)(l) For fiscal years 1987 and 1988, the
President shall provtidebor he adfustment of
rates of pay under section 5305 of title 5,
United States Code, as appropriate to
reduce outlayt relating -to pay of oficers
and employees of the Federal Government,
by at least $748,000,000 in Jisal year 1987
and $1,264,000,000 in fiscal year 1988 (with-
out regard to reductione in outlays which
result by reason of subsection (a), (c), and
(d) of this-section and he application of sec-
lion 1009 of title 37, United -States Code),
computed using the baselne used for the
First Concurwe t Resolution on the Budget
for Fiscal Year 1986 (S. Con. Res. 32, 99th
Congreiss Lst Session), agreed to on August
1, 1985.

(2) Paragraph (1) shall not be construed to
suspend the requirements of section 5305 of
title 5, United States Code, with respect to
fiscal years 1987 and 1988.

(c) Notwithstanding any other provision
of law, any ad4ustment in a wage schedule
or rate of ay that-

(1) applies to-
(A) a prevailinog ate employee described

in section 5842(a)(2f of title 5, United States
Code, including employees covered under
section 9(b) of Public Law 92-392 (86 Stat
574; 5 U,.C. 5342 note) and section 704(b) of
Public Law 95-454 (92 Stat 121B; 5 U.S.C.
5343 note), or

(B) to an employee covered by section 5348
of such tttle.

(2) -results from a wage survey or negotia-
tion, and-

(3) would take effect, but for this subsec-
tion, on or<ter October 1, 1986,
shall not takeeffect until the first day of the
first applicable pay period beginning not
ln tAan 90 days after the day on which
suoh ,satnment would, but for this subsec-

Ja_, othurwise have taken effect The Office
Pesonnel Management shall take such

'0.im -as may be necessary to carry out
subsection

4Md) Section 5305 of title 5, United States
Oof 4samended-

lO'sin subsection (a)(2), bv sttiny out
'7otober I of the applicable ye. ar" an n-
dslng in lieu thereof "January I1 fohI nt
year after the date the report is asubnsth to
thPresident"'

(B) in subsection (c)(2), by striking out
"October I . fthe applicable year" and in-
serting in Amthereof "January 1 of the next
year after he year in which the alternative
plan is tranmittted to the Congrs' f d

() tn subsection (m), by strikg vout 'bOc-
tober I"and nserting in lieu heM "the ap-
plicable January 1':

(el(l1)4) :S.bchapter IV of d7rpter 53 of
tite 5, U d States Code, is. atened-

(i/ in section 5342(b)(3) by striking out
'Ssono *S8" and inserting in eu thereof
"sectito SS345 and 5348";

,) iyw nserting afler section iJ44 he fol-
lowtin new section 5345:

"§5345. Effect fT a saternattve plax under the pau
eosparbllt1 mtem

"Notwithetanding any other provitson of
tis title or f any other law, if, in any ficalt
year, an adomment in -ates of pay under
section 5305 of ts title s limited or 4e-
layed by reason aan ualternative plan under
subsection tW such section, t th Oe of
Personnel Otagement shal take such
action as maybe necessary to extend te ap-
plication of s limitation or d.as ,to any
adjustment Erfage schedules, vet or pay
that uiodd therwise take e)Fsut in such
fiscal yearns prescribed in or ursuant to-

"(1) seo 53ti43, 5343 5344, or '58 :of this
title, or

"(2 section 9(b) of Public Law 92-392 (86
Stat. S74; 5 U.S C. 5343 not7 *rnd section
7041W of Public Law 95-4541 Mt taL 1218; 5
U:iAC. 5343 note).
The Office may provide for such exceptions
as the Offtoe may determine to be rnecessary
and in the public interest. "

(Ittt) in section 5348(a) by inserting "sec-
tion 5345 of this title and" after ~revided
by"';, and

(fiv) in the first sentenoe of section 5349(a)
by inserting "section 5345, relating to appli-
cab.lttof an alternative p-n," after "retro-
acttie pay,".

L() The table of sections at the beginning
of such chapter is amended by inserting
after the item relating to section 3344 the
following new item'
"5345. Effect of an alternative plan under

the pay comparability
system. "

(2) Section 704(b)(B) of Public Law 95-454
(92 Stat 1218, 5 U.S.C. 5343 note) is arend-
ed by inserting "(except section 5345)" after
"chapter 53%

(3)$Secion 5345(2) of title 5, United States
Code (as added by paragraph (1)(A)(ii)) and
the amendment made by paragraph (2) shall
not apply to any increase in wage schedziles
or rates required by a contract entered into
before October 1, 1984.

COMPUATION OF HOURLY RAT1 OF PA Y
SEC. 812. ta) Section 5504(b) of title 5,

United Staies Code, is amendead-
(1) by stridno -ot the first sentence,

(2) in the second sentence, 'by striking out
"When" and inserting in lieu thereof "When,
in the case of an employee, ",

(3) in paragraph (1), by striking out
"2,080" and inserting in lieu thereof "2,087'"
and

(t) tn We est sentence, by striking out
"title." and tnseing tn lieu thereof "title
other oan -on employee or tndividual ex-
cluded bylrg n .9lon fJ "xvi) of this title.':

(t) the wmentnwnts made by subsection
(a) shall take effect as of the beginning of
the first applicable ay period crm mencng
on or after ttobtr .l, 98M.
HEALTHr CARE FLrNLSHED UNDER tHE FEDERAL

EMPLOYEES HEALTH BENIFS PRO GRAM IN
MEDICALL Y UNDIRSER VED AREAS
SEa 813. (a)(1) Section 3 of the Act enti-

tled "An Aot to amend chapter -8 of ltle f,
United States Code, to establish nifOrmitY
in Federal employee health beneits and cov-
erage by preempting certain State or Jocal
laws which are inconsient with such con-
tracts, and for other purposes"' approved
September 17, 1978 (Public Law 95-38&- 92
Stat 606, 5 U.S.C 89,02 note), is amended by
striking out "; except that such provisions
shall not apply to services provided after De-
cember 31, 582"'.

(2) Section 5(b) of the Act entitled "An Act
to amend the provisions of chapters 83 and
89 of title , United States Code, which
relate to survivor benefits for certain de-
pendent children, and for other purposes';
approved January 1 2 198 ,(Public Law, 9S-

79; 93 Stat. 1300; 5 U.S.C 8902 note", is
amended w striing out "and before Jaru-
ary 1, 1985,"

(b) The amendments made by subsection
(a) shalld ke effect with espect to services
provided after December J1, 1984.
FEDE.AL EXPL.W MUL1W 1t ~W PROGRAM

SEC. 81n. (a) The purposes of this secton
are-,

(1) to ensure that the Federal Gobern-
ment's share of the reserves which are re-
funded under rubsection (b) to the Employ-
ees Health Benefits Fund from the special
reserve funds maintained by carriers under
the Federal Employees Health Benefits pro-
gram for the purposes of such program is
held in the Employees Health Benefits Fund
and is used to fund increases in the
amounts of the Government's contributions
for payment of the subscription charges of
health benefits plans under such program,
and

(2) to ensure that financial reserves main-
tained for the purposes of the Federal Em-
ployees Health Benefits program will be held
in the Employees Jealth Barefits Fund to
the maximum extent that is consistent with
the stable and efficient operation of such
program.

(b) Notwithstanding the provisions of any
contract entered 4nto by the Office of Per-
sonnel Managemrent unter section 8902 of
title 5, United States Code, the Office shall
require the arriers of health benefits plane
under chapter 89 of such title to refund to
the Employees Hlealth Beneits Fund (re-
ferred to in section 8909(a) of such title)
from reserves held by he carrlers for the
purposes ofsuch plans the total amount of-

(1) not less than $800,000,000 in fiscal year
1986; and

(2) not less than $300,000,008 in fiscal yoar
1987Z

(C Each carrier of a health benefits plan
referred to in subsection (tb) Wll refund,
under this section, such share of the total
amounts prtscribed itn such subsection as
the Office of Personnd Management in its
sole disoretian det nes appropriate.
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(dl The Government's share of the (ion for the first fiscal year during which erate a central monitoring system br, and
amounts refunded under subsection (b) shall .the contract is in. effect' and provide oversight of the motor vehicle oper-
be held in the Employees Health Benefits "(B) there is a rmasale expectation ations of the agency, relateJ activities and
Fund and shall be available and used to that during the period NW aontract is in related reporting requirements.
fund increases in the amounts of the Gov- effect sauch agency head will requestfunding DATA COLLEC'rON
ernment's contributions for payment of the for the contract at the level necessary to Sc. 832. (a) The head of each executive
subscription charges of health benefits plans avotid cancellationr of the performance under agency including the Departmet of De-
under such program. the contes4l and fense, shall develop a system to identify, col-

coMPrTATIo N OF RE7REMEN'r ANNUrTY FOR "(2) sues agency head determines that- lec4 and analyze data with respect to all
PART-RTIME EMPLOYMENT "(A) such a contract will serve the best in- costs incurred by the agency in the oper-

SEC. 815. (a)(1) Section 8339 of title 5, trests of the Government by ation, maintenance acquisition and dispo-
United States Code, is amended by adding "(i) reducing costs under the contract; sition of motor vehicles, including Govern-
at the end thereof the following new subsec- "(ii) achieving economies in administra- ment-ownd vehicles, leased vehicles, and
tion tion, performacer, and operation, privately owned vehicles used for official

"(o)(1) Notwithstanding aection 8331(4) of "(iii) increaptt quality of performance by purposes
this title, or any other subsection of this kee- or service fromi cxntractor: or (b) The Administrator, in cooperation
tion, except as provided in paragraph (3) of "(iv) encouraging full and open conpeti- with the Comptroller General and the Direc-
this subsection, the amount of the annuity tio to shall romulgate standards governing
of an employee whose service includes #sm "(B) during the proposed contract the establishment and operation by execu-
ice that was performed on less than a fuUl- pertod-- tiv agencies of te 8Yste7W rquired by th

ice that wa performedon less thn a there will be a~ continuing or recurring estli eu
time basis shall be computed undef this sec- "(teei) w ll be a continuing or rcurring subsection (a), including standards with re-
tion as provided in paragraph (21 of this need for the property or services; and spect to data concerning the costs and uses
subsection "(it) the minimum need for the property or o motor vehicles and with respect to the

"(2) In computing an annuity in the case services to be acquired is expected to remain uniorm collection and bmission f such
of an employee referred to in paragraph (11 substantIally unchangeo I terms of rate of data Each olcution agnd cy including sh
of this subsection- production or performanC4 rate of acquist- artment ec Difeae shall comply inth

"(A) the average pay of the employee, to · tion, and total quantitti, extent of serv- Dpch standard
the extent that it includes pay for service ice sc stanar
performed in any position on less than a "(C) the specifications for the property or AENC
full-time basis, shall be'determined by using services are expected to be reasonably stable, IrMc. ISE
the annual rate of basic pay that would be and te technical risks associated with the Sec 833. (a) The head of each executive
payable for full-time service in the position,' acquisition are not excessive; and agency, Including the Department of De-
and "(D) such ~dontract will not inhibit small fense shall include with the appropriation

"(B) the benefit so computed shall then be business cocerns from submitting a bid or request of such agency submitted under sec-
multiplied by a fraction equal to the ratio proposal for suak contract. tion 1108 of title 31, United States Code, for
which the employee's actual service, as d- "(c) A multtyew contract authorized by fiscal year 1987 and each succeeding fiscal
termined by prorating an employee's total this section may include- year a statement-
service to reflect the service that was per- "(1) a provision tht the performance (1) spectifying-
formed on less than a full-time basis, bears under the contract during the second or any (A) the total motor vehicle acquisition,
to the total service that would be creditable subsequent fiscal year included in the con- maintenance leasing operation and dis-
for the employee if all of the service hhd tract period is contingent on the appropria- posal costs incurred by such agency in the
been performed on a full-time basis tton of funds for such year; and most recently completed fiscal year;, and

"(3) This subsection shall not apply to "(2) a provision for the payment Of a rea- (B) an estimate of such costs for the fiscal
computations made under subsection (f) or sonable cancellatlon charge to the contrac- year in which such request is submitted and
(g) of this section.". tor if the perfonnae is canceled pursuant for the succeeding fiscal year, and

(2) Section 8341 of such title is amended- to a provision describsWn clause (1). (2) justifying why the existing and any
(A) by striking out "and (n)" in subsection , "(d)(1) If appropriated funds are not new motor vehicle acquisition, mainte-

(b)(1) and inserting in lieu thereof ", (n), available for expenditure on a multiyear nance, leasing, operation or disposal re-
and (o)", and contract during the second or subsequent quirements of the agency cannot be met

(B) by striking out "and (n)" in subsection fiscal year included in the contract period, through the Interagency Fleet Management
(d) and inserting in lieu thereof "(n), and the performance under the contract shall be System operated by the Administrator or
(o1)". canceled through a qualified private fleet manage-

(b) Section 4109(b) of title 38, United "(2) Any cost of the cancellation of per- ment firm or another private contractor.
States Code, is repealed formance undg the contract may be paid (b) The head of each executive agency

(c) The amendments made by this section from approprid4funds which- shall comply with the standards promulgat-
shall take efect with respect to service per- "(A) were originally available for perform- ed under section 832(b) in preparing each
formed on or after the date Of enactment of anye of the contract; statement required under subseciton (a).
this Act. "(B) are then currently available for the PR!rsroNmz7. REPORT
EFEcTs or WAGE ARA sURrY REGARDINGO crA- acquisition of similar property or services SEC 834. The President shall include with

TAIN FEDERAL EMPLOYEEs IN TUCsON, ARIZONA and are not otherwise obligated' or the budget transmitted pursuant to section
SEC. 816. Notwithstanding any other pro- "(C) are made available for the payment 1105 of title 31, UnIted States Code, for

vision of law limiting the amounts payable of such costs. fiscal year 1987 and each succeeding fiscal
to prevailing wage rate employees during "(e)(1) Nothing in this section is intended year or in a separate written report to the
the fiscal year 1986, wage schedules or rates to modify or affect anG4 other provision of Congress for each such fscal year a summa-
payable in the Tucson, Arizona wage area law which authorizes matyear contracting. Y and analysis of the statements most re-
shall not be reduced as a result of a wage "(2) This section does not authorize an cently ubmited by the heads of executive
survey conducted during fiscal year 1985. ag4ency head to acquire property or services agencies puruant to section 833(. Each

PART C--CivmUN AoNcr GovRN r by means of a multiyear contract unless the such summary and analysis hall include a
agency head is otherwise authorized by law SuhsmayndnlsisalicueaCONRAc agency head is other review of the potential cost savings that
to acquire such property or services could be achieved in the acquisition main-

CIVILIAN AGENCY MULTTYEAR CONTRACTING (2) The table Of contents at the beginning tenance, leasing, operation, and disposal of
AIVOR~TY QOf such Act is amended by striking out th motor vehicles by executive agencies

SzEc. 821. (a)(l) Title III of the Federal item relating to section 306 and inserting in through-
Property and Administrative Services Act of lieu thereOf Me foltowing ( t use oa qualified private fleet uman-
1949 (41 U.S.C. 251 et seq.) is amended by in- (11 th use of a a private eta
serting after section 305 (41 U.S.C. 255) the "306. Multiyear contracts&' agement firm or another private contractor,
following new section: (2) increased reliance by executive agen-

"MULTIYEA neu~r n (b) The amendments made by subsection cies on the Interagency Fleet Management
"SE. T36.Ea)FoAR CO se ftRAC isc (a) shall take effect with respect to contracts System operated by the Administrator; or

"SEC. 30t. (a) For Mtye urposes mof ts se- entered into on or after the date of enact- (3) other existing mnotor vehicle manage-
tion, the term 'multiyear contract; means a ment 4/thi Act ment systems

contract in effect for a period not exceeding PmRT D-Fthis AtTOR eHicLS ste s.RE
five years. PART D-FRDE. AL MOTOR VwnCLi TUDY REQUIRED

"(b) Subject to subsection (e), an agency ExPENDrrIUR CONTROL SEC. 835. (a) The head of each executive

head may enter into a multiyear contract MONWToRINO SYrSTEM agency, including the Department of De-

for the acquisition of property or services SEC. 831. The head of each executive fense shall conduct a comprehensive and
when- agency, including the Department of De- detailed study of the costs, benefits, and fea-

"(1)(A) appropriations are available and fense shall designate one office, officer, or sibility of entering into a contract with a
adequate for the payment for such acquisi- employee of the agency to establish and op- qualified fleet management firm or another
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private contractor to meet its motor vehicle
operation, maintenance; leasing, acquisi-
tion, and disposal requirements Such study
shall compare the costs, benefits, and feasi-
bility of such a contract to the costs and
benefits of the agency's current motor vehi-
cle operations and to the costs, benefits, and
feasibility of the use of the Interagency Fleet
Management System operated by the Admin-
istrator.

(b) Within 6 months after the date of en-
actment of this Act, the head of each execu-
tive agency shall submit a report concerning
the study required under subsection (a) to
the Director and the Comptroller GeneraL

(c) Within one year after the date of enact-
ment of this Act, the Comptroller General
shall submit an analysis of the reports re-
ceived under subsection (b) to the Congress

INTERAG-ENCY CONSOLIDATION

Ssc. 836. The Administrator shall review
and identify interagency opportunities for
the consolidation of motor vehicles related
equipment, and facilities and of functions
relating to the administration and manage-
ment of such vehicles equipment, and facili-
ties, in order to reduce the size and cost of
the Federal Government's motor vehicle
fleet Within one year after the date of en-
actment of this Act, the Administrator shall
submit a report to the Congress specifying
the findings of the Administrator from the
review conducted under the preceding sen-
tence.

CONSOLIlD77ON OF FACILTIES

SEc. 837. The Administrator shall require
the head of each executive agency, including
the Department of Defense, to-

(1) review the motor pool, storage, mainte-
nanc, and other motor vehicle facilities
within the agency;

(2) consolidate such facilities where feasi-
ble and cost effective; and

(3) submit to the Director a report identi-
firing possible impediments to any such con-
solidation, including current accounting
methods, budget processes, or organitzational
structures

REDoUCTION OF STORAGE AND DISPOSAL COSTS

Ssc. 838. The Administrator shall take
such actions as may be necessary to reduce
motor vehicle storage and disposal costs, in-
cluding actions to increase the frequency of
motor vehicle sales by public auction, to
reduce presale storage costs, and to improve
the rate of return on motor vehicle sales
through a program of vehicle reconditioning
prior to sale.

SAvINGs

SEc. 839. (a) The President shall take such
action as may be necessary to ensure that
expenditures for the operation, mainte-
nance, leasing, acquisition and disposal of
motor vehicles by executive agencies, includ-
ing the Department of Defense, are reduced
by fiscal year 1988, to an amount which is
$225,000,000 less than the amount requested
for such operation, maintenance, leasing,
acquisition, and disposal requested by the
President in the budget submitted under sec-
tion 1105 of title 31, United States Code, for
fiscal year 1986.

(b) The Director shall monitor compliance
by executive agencies with directives of the
President to carry out subsection (a) and
shall report, within 6 months after the date
of enactment of this Act and every 6 months
thereafter, to the Committees on Appropria-
tions of the House and Senate, the Commit-
tee on Governmental Affairs of the Senate
and the Committee on Government Oper-
ations of the House, with respect to the re-
ductions in eipenditures by executive agen-
cies, including the Department of Defense,
required under subsection (a).

COMPLIANCE

SEc. 840. (a) The Administrator shall
comply with and be subject to the provisions
of this part with regard to all motor vehicles
that are used within the General Services
Administration for official purposes.

(b) The provisions of this part with respect
to motor vehicles from the Interagency Fleet
Management System shall be complied with
by the executive agencies to which such
motor vehicles are assigned.

APPLtCABILITY

SEC. 841. (a) The President shall apply the
reductions in expenditures required by sec-
tion 839(a) primarily to administrative
motor vehicle fleets used at the headquarters
and reotional headquarters of executive
agencies, rather than to motor vehicles used
by line agency personnel working in agency
field operations or activities

(b) The Presicent shal require the Admin-
istrator, in oorperation with the Director, to
promulgato-apgropriate regulations. stand-
ards and Rnitions that shall assure that
executitve a ncmes comply with and imple-
ment the: teductions in expenditures re-
quired by section 839(a) in the manner pre-
scribed by subsection (a).

COOPERATION
Ssc. 842. The Director and the Administra-

tor shall closely cooperate in the implemen-
tation of the provisions of this part, and
shall report regularly to the Congress on the
progress made in carrying out this part

REPORTS

SEc. 843. Not later than 12 months after
the date of enactment of this Act, the Comp-
troller General shall prepare and transmit a
report to the Congress on the activities of
the Director, the Administrator, and execu-
tive agencies in carrying out this part After
transmitting the report required by the pre-
ceding sentence, the Comptroller General
shall submit periodic reports to the Congress
on such activittiS

:D'/Nrm/ONS
SEc 844. For purposes of this part-
(1) the term "executive agency" means-
(A) an executive agency (as such term is

defined In section 105 of title 5, United
States Code), which operates at least three
hundred motor vehicles; and

(B) the Postal Service the Postal Rate
Commission, and the Tennessee Valley Au-
thority;

(2) the term "Director" means the Director
of the Office of Management and Budget,

(3) the term "Administrator" means the
Administrator of General Services;

(4) the term "Comptroller General" means
the Comptroller General of the United
States; and

(5) the term 'motor vehicle" means any
vehicle self-propelled or drawn by mechani-
cal power, except that such term does not in-
clude any vehicle designed or primarily used
for military field training, combat, or tacti-
cal purposes
TITLE IX-COMMITTEE ON LABOR AND

HUMAN RESOURCES EDUCATION
PROGRAMS

SHORT rTmT, TABLE OF PARTS

SEc. 901. (a) This title may be cited as the
"Labor and Human Resources Budget Rec-
onciliation Act'"

TABLE OF PARTS
Part A-Student loan program savings

amendments
Part B-Savings on improved student loan

collection.
Part C-Savings attributable to loan con-

solidation.
Part D-Savings attributable to operation of

guaranty agencies.
Part E-Savings attributable to the oper-

ation of the student loan mar-
keting association.

Part F-Flextime prorisions.
Part G-Health and hospitals
Part H-Graduate medical education.
Part I-Single employer pension plans.

tb) Parts A through E of this title may be
cited as the "Student Loan Amendments Act
of 1985':

PART A-STUDENT LOAN PROORAM SA vzNGS

MULTIPLE DISBURSEMENT OF GUARANTEED
STUDENT LOANS

SEc. 911. (a) FEDERALLY INSURED STUDENT
LOAN PRoORAu.--Section 427(a) of the
Higher Education Act of 1965 (hereafter in
this Act referred to as the "Act") is amend-
ed-

(1) by striking out "and" at the end of
paragraph (1);

(2) by striking out the period at the end of
paragraph (2) and Inserting In lieu thereof
; and'; and

(3) by adding at the end thereof the follow-
ing:

"(3) in the case of a loan made for any
period of enrollment of more than one se-
mester, two quarters or 600 clock hours; the
proceeds of the loan will be disbursed in two
or more installments, none of which exceeds
one-half of the loan, with the interval be-
tween the first and second installment being
not ess than one-third of the period of en-
rollment for which the student received the
loan

(b) MyLT7PLE DIsaBuRsMENr REQuzrsD rN
GUARAN D STUDENT LOAN PRoGRAM.-Sec-
tlon 428(b)(1) of the Act is amended-

(1) by striking out "and" at the end of
clause t0);

(2) by redesignating clause (P) as clause
(Q); and

(3) by inserting after clause (0t) the follow-
ing new clausec

"(P) provides that the proceeds of any
loan for any period of enrollment of more
than one semester, two quarters or 600 clock
hours will be disbursed in two or more in-
stallments, with the interval between the
first and second installment being not less
than one-third of the period of enrollment
for which the student received the loan, and
provides that, for purposes of this clause, all
loans made within any period of 90 days
shall be considered as a single loan; and':

(c) REPEAL OF ExIs77TN INCENTI7VES TO
MAsE MULTRPLE DlsURSeEN.r--Section
428(a) of the Act is amended by striking out
paragraph (8).

fd) PAYMEjNT OF ORIGINATION FEE.-Section
438(c) of the Act is amended-

11) by redesignating paragraph (4) ds
paragraph (5); and

(2) by adding after paragraph (3) the fol-
lowing new paragraph

"(4) For the purpose of section
428(b)(l)iP), the origination fee shall be
charged against the first installment of the
loan. ':

(e) ADDrmomNL CoNFORruNG CsHANGs.-(1)
Section 425(a)(1) of the Act is amended-

(A) by inserting "and" at the end of clause
(A);

(B) by striking out clause (B) and by re-
designating clause (C) as clause (B); and

(C) by striking out the last sentence-
(2) Section 428(b)(1)tA) of the Act is

amended-
(A) by inserting "and" at the end of divi-

sion (i);
(B) by striking out division (ii) and by re-

designating division (iii) as division (ii);
and

(C) in the matter following such division,
by striking out "annual limit," and all that
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follows through "division (ii)" and inserting
in lieu thereof "annual limit':

SPECIAL ALLOWANCE
SEc. 912. Section 438(b)(2)(A) of the Act is

amended by striking out "3.5 per centum"
and inserting in lieu thereof "3.25 per
centum':
PROMPT PA YMEIT OF SUPPLEENTAL OUARANrTY

ADMINSTRA7 T V COST AGREEMF.NT
SEc. 913. (a) PnpRos.-It is the purpose of

the amendments made by this section to
assure the prompt payment of the amount
due under the supplemental guaranty ad-
ministrative cost agreement made under
section 428(f)(2) in order to encourage im-
proved collection of student loans and pre-
claims assistance to prevent default on stu-
dent loans

(b) PROP PAYmIo r Px ResqUIR.-(1) Sec-
tlion M28(f)(1) of the Act is anendsed

(A) by striking out '"I authorized to" and
Inasrting in lieu thereof "shall";

(B) by striking out "shall not exceed" and
inserting in lieu thereof "shall be equal to";
and

(C) by striking out the third and fourth
sentences of such section.

(2) Section 428(f)(2) of the Act is amend-
ed-

(A) by striking out "is authorized to" and
inserting in lieu thereof "shall';"

(B) by striking out "shal not exceed" and
inserting in lieu thereof "shall be equal to";
and

(C) by striking out the third and fourth
sentences of such section.

EmC77rVS DAT
Ssc. 914. (a) GeNsIUL RULS--The amend-

ments made by sectionr 911 and 912 of this
Act shall take effect-

(1) with respect to loans made on or after
October 1, 1985, or

(2) with respect to any loan for which the
completed note or other written evidence of
the loan was sent or delivered to the borrouw-
er on or after 10 days after the date orenact-
ment of this Act
whichever occurs later.

Ib) SPECIAL R -- Ths amendments made
by section 913(b) shall take effect with re-
spect to fiscal years beginning after Septemr-
ber 30, 1984.
PART B-SA vhls ON IMPRO vrD STUDEJ% LOAN

COLLET7ON

SUBPART 1-GUARANTEmD AND FDSRIYLLY
INSURzD STUDENT LoANS

TERMS OF FDERALL Y INSURED LOANS
SEc. 921. Section 427(a)(Z) of the Act is

amended-
(1) by striking out clause (it) of subpara-

graph (B) and by redesignating clauses (iii)
and (iv) of subparagraph (B) as clauses (it)
and (it), respectively;

(2) by striking out "or the fifteen-year
period" in the matter following clause (viii)
of subparagraph (C); and

(3) by amending subparagraph (11 to read
as follows:

"(I) shall be treated by the lender as fol-
lows: () the funds borrowed (except by a
borrower under section 428B) shall be dis-
bursed by check, sent to the eligible institu-
tion the student attends or plans to attend,
and made payable to the order of the student
and such institution as copayees, with the
endorsement of both parties required, or (it)
in the case of funds borrowed by a borrower
under section 428B, such funds shall be dis-
bursed by check, sent to the borrower, and
made payable to the order of the borrower,
with the endorsement of the borrower re-
quired, and a notice of such disbursement
shall be sent by the lender or the Secretary to
such eligible institution, and':

TErRMs OF GUARNTEED LOANS
SEC. $22 Section 428(bHIJ) of the Act is

amended-

(1) by striing-out subclause (il) of clause
(D);

(2) by insertng "en'- at the end of sb-
clause ();

t3), by dsqnating rubause (iii) of
clause (D) as sublatus (iit); and

(4) by amending clause (0) to read as fol-

"(O)(i) provides that funds borrowed
(except by a borrower under section 428B)
shall be disbursed by check, sentto the eligi-
ble institution the student attends or plans
to attend and made payable to the order of
the student and such institution as co-
payees with the endorsement of both parties
requtred, or (itt) in the case of fund bor-
rowed by a borrower under section 428B,
such funds shall be disbursed by check, sent
to the borewer and made payable to the
order of the-ower, with the endorsement
of such borrower required, and a. notice of
such disbursement shall be sent by the lender
or the guaranty agenrcyto such institution,".

oAGRrMW OR A UnIDm

Ssc. 923. Section 428(b)(2)C) of the Act is
amended-

(1) by inserting "(t)" immediately after
'provide for'; and

(2) by inserttng'before the period at the
end thereof a s and the following:
"(fitl except as~ p_* in subdivision
(1), conducting ftndIlf and compliance
audits of the guaranty agency at least once
every two years and covering tMe period
since the most recent audit conducted by a
qualifed independent auditor in accord-
ance w the standards established by the
Comptrop General for the audit'af govern
mental omwaaton programs activities
and functbow and as prescribed in regula-
tions of the 9getary the reults of which
shall be submitted tn am audit report to the
Secretary, or (II) with regard to a guaranty
program of a State agency which is audited
under chapter 75 of. title 31, United Staes
Code such audit shimL be deemed to sattif
the requirements cqmaefa sion (I) for the
period of time covn.l ch audit, and
(tit) recover y by thOretary by recoup-
ment or other mecans'under procedures es-
tablished by the Secretay, from the guaran-
ty agency of amounts plus intrest as set by
the Secretary, determined by. such audits to
be owing":

COLLCTON PROCEDUtRE
Sre 924 Section 428(d) of the Act is

amended-
(1) by redesignating clauses (A) and (B) of

paragraph (2) as clauses (4) and (it), respec-
tively;

(2J by redeaignatng paragraphs (1)I and
(2) as subparographs (A) and (B), respective-
ly;

(3) by tnserting "(1)" before "No provision
of any lao'. and

(4) by adding at the end thereof the follow-
ing new pragraphs'

"(2) Notoithstanding any provision of
State law that wuould set an earlier deadline
for filing tait-

"(A) a oumranty agency which has an
agreement leh the Secretary under subsec-
tion (c) may fib suit for collection of the
amount due from a borrower on a loan
made under this part during a period of
time extending at least untl. a date sit years
(exclusive of periods dtuing which the State
statute of limitations period. otherwise ap-
plicable to the suit tQ4mj be tolled under
State law) after th 4e such guaranty
agency reimburses the previous holder of the
loan for its loss on account of the default of
the borrower; and

"(B) subject to the provision of section
2416 of title 28 of the United State Cod, the
Attorney General may file suit for cllection
of the amount due the Secretary fromr bor-

rower pursuant to subsection (tl2)(D) of
this section until &tr yae,* jRfob*W the
date on which the loan is assigned to the
Secretary under this part.

"(3) Notwithstanding any provision of
State law to the contrary, in collecting any
obligation arising from a loan made under
this part, a guaranty agency whitc has an
agreement with the Secretary under subsec-
tion (c) shall not be subject to a defense
rateed by any borrower based on (A) a claim
of infancy, or (B) the action or omission of
an eligible Institution or lender, if such
agency dtd not have actual notice of such
defense when such agency reimbursed the
previous holdterof the loan for its los':

RECOVERY COST

SEC. 925. Section 430(b) of the Act is
amended-

(1) by striking out in paragraph (1) "(in-
cluding reasonable administrative costs)"
and inserting in lieu thereof the following:
"(including reasonable administrative and
collection costs, to the extent set forth tIn reg-
ulations issued by the Secretary)";

(2) by striking out paragraph (2); and
(3) by striking out "(1)':

CRED F B UREA U REPORTS

SEc. 926 Part B of title 1V of the Act is
amended by adding immediately after sec-
tion 43 the following new section.

"REPORTS TO CREDIT B UREA US AND
INSTI'TUTONS OF HNIOIER EDUCAI7ON

"SEc. 430A. (a) For the purpose of promot-
ing responsible repayment of loans covered
by a guaranty agreement pursuant to sec-
tion #28, each guaranty agency having such
an agreement with the Secretary eligible
lender, or subseqlent holder shall enter into
agreements with credit bureau organiza-
tions to exchange information concerning
student borrowers, in accordance with the
requirements of this section. For the purpose
of assisting such organizations In comply-
ing with the Fair Credit Reporting Act such
agreements may provide for timely response
by a guaranty agency, eligible lender, or sub-
sequent holder concerning loans covered by
a guaranty agreement, to requestfrom such
organizations for responses to objections
raised from such organizations for re-
sponses to objections raised by such borrow-
er Subject to the requirements of subsec-
tion (tc), such agreements shall require the
guaranty agency, eligible lender, or subse-
quent holder to disclose to such organiza-
tions- with respect to any loan dispersed to a
student-

"(1) the date of disbursement and the
amount of the loan;

"(2) the date of default and information
concerning collection of the loan, including
information concerning the repayment
status of any defaulted loan on which the
guaranty agency hak made a payment to the
previous holder of the loan; and

"(3) the date of cancellation of the note
upon completion of repayment by the bor-
rower of the loan or payment by the Secre-
tary pursuant to section 437.

"(b) Such agreements may also provide for
the disclosure by such organzations to the
guaranty agency, eligible lender, or subse-
quent holder upon receipt of a notice under
subsection (a)(2) that such a loan is in de-
fult, or information which may assist the
guaranty agency, eligible lender, or subse-
quent holder in collecting the loan.

"(c) Agreements entered into pursuant to
this section hall contain such provisions as
may be necessary to ensure that-

"(1) no information is disclosed by the
guaranty agency, eligible lender, or subse-
quent holder unless its accurac and con-
pleteneas have been verified and the guaran-
ty agency, eligible lender, or subsequent
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holder has determined that disclosure would
carry out the purpose of this section;

"(2) as to any information so disclosed,
such organizations will be promptly notified
of, and. will promptly record, any change
stbmtted by the guaranty agency, eligible
lender, or subsequent holder with respect to
such information, as required by section 611
of the Fair Credit Reporting Act (15 U.S.C.
168i);

"(3) no use will be made of any such infor-
mation which would result in the use of col-
lection practices with respect to such a bor-
rower that are not fair and reasonable or
that involve harassment, intimidation, false
or misleading representations, or unneces-
sary communication concerning the exist-
ence of such loan or concerning such infor-
mation, and

"(4) with regard to notices of default
under subsection (a)(2) of this section,
except for disclosures made to obtain the
borrower's location, the guaranty agency, el-
igible lender, or subsequent holder (A) shall
not disclose any such information until the
guaranty agency, eligible lender, or subse-
quent holder has notified the borrower that
such information will be disclosed to credit
bureau organizations unless the borrower
enters into repayment of the loan, but (B)
shall, if the borrower has not entered into re-
payment within a reasonable period of time,
but not less than thirty days, from the date
such notice has been sent to the borrower,
disclose the information required by this
subsectionr

"(d) A guaranty agency, eligible lender,
subsequent holder, or credit bureau organi-
zation which discloses or receives informa-
tion under this section shall not be consid-
ered a Government contractor within the
meaning of section 552a of title 5 of the
United States Code (the Privacy Act of
1974).

"(e) Each guaranty agency, eligible lender,
and subsequent holder is authorized to dis-
close information described in subsections
(a) and (b) concerning student borrowers to
the eligible institutions such borrowers
attend or previously attended

"(f) Notwithstanding paragraphs (4) and
(6) of subsection (a) of section 605 of the
Fair Credit Reporting Act (15 U.S.C.
1681c(a)(4), (a)(6)), a consumer reporting
agency may make a report containing infor-
mation received from a guaranty agency, el-
igible lender, or subsequent holder regarding
the status of a borrower's account on a loan
guaranteed under this part until the later
of-

"(1) seven years from the date on which
the agency paid a claim to the holder on the
guaranty, or

"(2) seven years from the date the guaran-
ty agency, eligible lender, or subsequent
holder first reported the account to a con-
sumer reporting agency."

COLLECTION PROCEDURES AGAINST UNITED
STATES

SEC. 927. Section 432(a)(2) of the Act is
amended by adding at the end thereof a
comma and the following: "and notwith-
standing any provision of State law to the
contrary, in collecting any obligation arts-
ing from a loan made under this part, the
United States shall not be subject to a de-
fense raised by any borrower on (A) a claim
of infancy, or (B) the action or omission of
an eligible institution or lender, if the Secre-
tary and his agents did not have actual
notice of such defense when the Secretary re-
imbursed the previous holder of the loan for
its loss;'"

CIVIL PENALTIES

SEC. 928. Section 432 of the Act is amended
by adding at the end thereof the following
ne-w s'ubectionst.

"(f)(1) Whenever the Secretary determines,
after reasonable notice and opportunity for
a hearing on the record, that a lender or a
guaranty agency-

"(A) has violated or failed to carry out any
provision of this part or any regulation pre-
scribed under this part or

"(IB) has engaged in substantial misrepre-
sentation of the nature of its financial
charges,
the Secretary may impose a civil penalty
upon such lender or agency of not to exceed
$5,000 for each violation, failure, or sub-
stantial misrepresentation.

"(2) No civil penalty may be imposed
under this subsection unless it is determined
that-

"(A) the violation, failure, or substantial
misrepresentation referred to in that subsec-
tion resulted from-

"(t) a clear and consistent pattern or prac-
tice of violations, failures, or substantial
misrepresentations in which the lender or
guaranty agency did not maintain proce-
dures reasonably adapted to avoid the viola-
tion, failure, or sgbstanttal misrepresenta-
tion,

"(ii) gross negltOece,' or
"Iiii) willful agOns on the part of the

lender or guarantgoency; and
"(B) the violatn Jfailure, or substantial

misrepresentatfbn is material.
"(3) A lender or guaranty agency is not

liable under this subsection if, prior to the
institution of an action under that subsec-
tion, the lender or guaranty agency cures or
corrects the violation or failure or notifies
the person to which the substantial msrep-
resentation was made of the actual nature
of the financial charges involved

"(4) For the purposes of this subsection,
violations, failures, or substantial misrepre-
sentations arising from a specific practice
of a lender or guaranty agency shall be
deemed to be a single violation, failure, or
substantial misrepresentation even if the
violation, failure, or substantial misrepre-
sentation affects tnore than one loan or
more than one borrower, or both, and the
Secretary may only impose a single civil
penalty for each such violation, failure, and
substantial misrepresentation.

"(5) If a loan affected by a violation, fail-
ure, or substantial misrepresentation is as-
signed to another holder, the lender or guar-
anty agency responsible for the violation,
failure, or substantial misrepresentation
shall remain liable for any civil money pen-
alty provided for under this subsection, but
the assignee shall not be liable for any such
civil money penalty.

"(6) Until a matter is referred to the Attor-
ney General, any civil penalty under this
subsection may be compromfsed by the Sec-
retary. In determining the amount of such
penalty, or the amount agreed upon in com-
promise, the appropriateness of the penalty
to the resources of the lender or guaranty
agency subject to the determination: the
gravity of the violation, failure, or substan-
tial misrepresentation, the frequency and
persistence of the violation, failure or sub-
stantial misrepresentation, and the amount
of any losses resulting from the violation,
failure or substantial misrepresentation
shall be considered, The amount of such pen-
alty, when finally determined, or the
amount agreed upon in compromise, may be
deducted frwn any sums owing by the
United States to the lender or agency
charged (unle*; the lender or agency has in
the case of a final agency determination
commenced proceedings for judicial review
within 90 dais of the determination, in
which case the deduction may not be made
during the pendency of the proceeding).".
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SUBPART 2-NATIONAL DIRECr STUDENT LOANS

TERMS OF AGROEMENT

SEc. 931. ta) STRrNGTNENING ASIOGNMENT
PROvISIoN.-Section 463(a)(5) of the Act is
amended by striking out "for at least 2
years".

(b) M rAI vENANcE oP COLLuc77oN RECORDS.-
Section 463(a) of the Act is amended by re-
designating-clause (9) as clause (10) and by
adding after clause (8. the following new
clause,

"(t9 provide assurances that the Institu-
tion wtill maintain acceptable collection
records, in accordance with criteria estab-
lished by the Secretary, with respect to loans
made under this part, and':

REPORTI7NG BY CONSUMER REPORTING AGENCY

SEC. 932. Section 463(c) of the Act is
amended by adding the following new para-
graph.'

"(3) Notwithstanding paragraphs (4) and
(6) of subsection (a) of section 605 of the
Fair Credit Reporting Act (15 U.S.C.
1681c(a)(4), (a)(6)), a consumer reporting
agency may make a report containing infor-
mation received from the Secretary regard-
ing the status of a borrower's account on a
loan made under this part until the later
of-

"(A) seven years from the date on which
the Secretary accepted an assignment or re-
ferral of a loan, or

"(B) seven years from the date the Secre-
tary first reported the account to a con-
sumer reporting agency, if that account had
not been previously reported by any other
holder of the note. "

DEFA ULT PENALTY

SEc 933. Section 463A(a)(7) of the Act is
amended by inserting immediately before
the'semicolon at the end thereof the follow-
ing: "and a description of any-penalty im-
posed as a consequence of default, such as li-
ability for expenses reasonably incurred in
attempts by the Secretary or the institution
to collect on a loan':

COLLECTIO70N TERMS

SEC. 934. Section 464(c) of the Act is
amended-

(1) by amending clause (H) of paragraph
(1) to read as follow&s:

"(H) pursuant to regulations of the Secre-
tary, (t) shall provide for an assessment of a
charge with respect to the loan for failure of
the borrower to pay all or part of an Install-
ment when due, and (ii) may provide for an
assessment of a charge with respect to the
loan for the failure of the borrower to file
timely and satisfactory evidence of an enti-
tlement of the borrower to deferment or can-
cellation benefits under this part,-and'" and

(2) by amending paragraph (4) to read as
follows: -

"(4) The amount of any charge under
clause (H)(i) of paragraph (1) shall include
the expenses reasonably incurred in at-
tempting such collection with respect to
such loan, to the eztent imposed by the Sec-
retary.':

REFERRAL FOR COLLECT70N

SEC. 935. Section 467(a) of the Act is
amended-

(1) by inserting immediately after "at-
tempt to collect" a comma and the follow-
ing: '"by any means authorized by law, in-
cluding referral to the Attorney General for
litigation, for collecting claims of the
United States, '" and

(2) by striking out the comma after "any
loan ':

FEDERAL COLLECTION PROCEDURE

SEC. 936. Section 467(b) of the Act is
amended to read as follows:

"(b) The Secretary shall continue to at-
tempt to collect any loan assigned under sec-
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tion 465(ah'5) until all appropriate collec-
tion efforts, as determined by the Secretary,
have been expended "

srATrrE OF LJrrTArTION
SEc 937. Part E of title IV of the Act is

amended by adding immediately after sec-
tion 467 the following new section.

"STATUT o LIMIrrTATIONS
"Sc,. 467A. Notwithstanding any provi-

sion of State law that would set an earlier
deadline for filing suit--

"(1) an institution which has an agree-
ment with the Secretary pursuant to section
463(a) may file suit for collection of the
amount due from a borrower on a loan
made under this part during a period of
time extending at least until a date six years
(exclusive of periods during which the State
statute of limitations period otheruise ap-
plicable to the suit would be tolled under
State law) after the date of the default of the
borrower with respect to that amount' and

"(2) subject to the provisions of section
2416 of title 28 of the United States Code the
Attorney General may file suit for collection
of the amount due from a borrower on a
loan made under this part untiU six years
following the date on which the loan is as-
signed or referred to the Secretary under this
part. '

SUBPART 3-GENERAL PROISIOONS

STUDENT EIOIBJLITY
Sec. 941. Section 484(a) of the Act is

amended-
1) by striking out the word "such" each

place it appears in paragraph (4) and insert-
tng in lieu thereof "any";' and

(2) by striking out "(which need not be no-
tarized)" in paragraph (5) and inserting in
lieu thereof "(which need not be notarized
but which shall include such student's social
security number)':

STA TIr OF LIMYTA TONS
Sec 942. Part F of title IV of the Act is

amended by adding immediately after sec-
tion 484 the following new sectiton

"sTATvTru or LJMrTATIONS
"SEc. 484A. (a) Notwithstanding any pro-

vision of State law that would set an earlier
deadline for filing suit-

"11) an institution which receives funds
under this title may file suitt for collection of
a refund due from a student on a grant
made or work assistance awarded under this
title during a period of time extending at
least until a date six years (exclusive of peri-
ods during which the State statute of limita-
tions period otherwise applicable to the suit
would be tolled under State law) after the
date the refund first became due; and

"(2) subject to the provisions of section
2416 of title 28 of the United States Code the
Attorney General may file suit for payment
of a refund due from a student on a grant
made under this title until six years follow-
ing the date on which the refund first
became due.

"lb) Notwithstanding any protvisin oj
State law to the contrary, a borrower who
has defaulted on a loan made under thf
title shall be required to pay, in addition tc
other charges spectfied. in this title, reasona
ble collection costs.':

PROGRAM PARTICIPATION AGRErEMENT
SEc. 943. (a) Section 487(a)(1) of the Act it

amended to read as followtos'
"(1) The institution will use funds re

ceived by it for any program under this titl
and any interest earned' thereon solely foa
the purposes specified in and in accordance
with the provision of, that program.'

(b) Section 487(b)(1)iA) of the Act it
amended to read as follows:

"(A)(t)(I) except as provided in subdivi
sion II), a financial and compliance audi
of an eligible institution, with regard to anl
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funds obtained by it under this title or ob-
tatned from a student or parent who has a
loan insured or guaranteed under this title,
'at least once every two years and covering
the period since the most recent audit, con-
ducted by a qualifted, Independent organi-
zation or person in accordance with the-
standards established by the Comptroller
General for the audit of governmental orga-
nizations, programs and functions, and as
prescribed in regulations of the Secretary,
the results of which shall be submitted in an
audit report to the Secretary, or (II) with
regard to an eligible public Institution'
which is audited under chapter 75 of title
31, United States Code, such audit shall be
deemed to sati4 the requirements of bdit-
vision (I) for the period of time covered by
such audit, and 'i) recovery by the Secr-
tary, by recoupment or other means, under
procedures established by the Secietary,
from the eligible institution of amounts,
plus interest as set by the Secretary, deter-
mined by such audits to n Otwing;"'

SEc 944.C (a) PROs P IONS
LoaNs-The amendments ciatle by sections
921, 922, 933, and 934 at ly to loans to
cover the cost of attendau Wr any period
of enrollment beginning on or after October
1, 1985.

(b) RETRRoCT7VE PROVsroNS, LoAns.-The
amendments made by sections 923, 924, 925,
926, 927, 9298 931, 932, 935, 936, and 937
shall apply to all loans, including loans
made before the enactment of this Act, and
shall take effect 94,dtays after the enactment
of this Act.

(c) PRosPrcTrrv PROvisioN; ALL ASIST-
ANc.-The amendment made by section 941
shall apply to grants, loans or work assist-
ance to cover the cost of attendance for any
period of enrollment beginning on or after
October 1, 1985.

(d) RETRAAcrTVm PROVISIoN; GRANT--The
amendment made by section 942 shall apply
to all grants, including ggrants awarded
before the enactment of his Act, and shall
take effect 90 days oaJ f enactment of
this Act,

(e) RsT'ROACrTv PRovixroNs; ALL AIS -
ANc&--The amendment made by section 943
shall apply to all grants, loans, or work as-
sistance, including such assistance awarded
before the enactment of this Act, and shall
take effect 90 days after the enactment of
this Act.

PART C-SA VlINs ATRmIurTABLE To LoAN
CONSOLMATION

SHORr TTLr
Ssc. 951. This part may be cited as the

"Student Loan Consolidation Act of 1985".
STUDrNT LOAN cONS6IAT70N

t Sc. 952. (a) LOAN CoNsoLArnoN AurroR-
t zD.-Part B of title IV of the Higher Edu-

- cation Act of 1965 (hereafter in thits part re-
t erred to as the "Act") is amended by insert-
ing after section 428B the following nw sec-

"CONSOLIDATION LOAN
"SEc. 428C. (a)(1) For the purpose of pro-

iding lodrn to eligible borrowers for con-
- solidation f Utheir obligations with respect

to student loans made, insured, or guaran-
teed under this part or made under part E of
this title, the SeCretary or a State or non-
profit private institution or organization

- with which the Secretary has an agreement
e under section 428(b) shall enter into adree-
r mets in accordance with subsection ib)
e with the following eligible lenders:

"(A) the Student Loan Marketing Associa-
tion,

"(B) agencies described in subparagraphs
- (D) and (F) of section 435(g)(1), a'
t "(C) eligible lenders described tna-
Vg raphs (A), (B), (t tC), a .l1.
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"12) Ezcept as provided in section 429(e),

no contract of insurance under this part
shall apply to a consolidation loan unless
such loan is made under an agreement pur-
ucant to this section and is covered by a cer-

tltee- tssued in accordance with subsec-
tn 'b)(2t. Loans covered by such a certifi-
C5 VWat is issued by a State or nonprofit
priate institution or organization shall be
considered to be insured loans for the pur-
poses of reimbursements under section
428(c), but no payment shall be made with
respect to such loans under section 428(f) to
any such State, institution, or organization.

1(3) For the purpose of this section, the
term 'eligible borrower' means a borrower
who-

'(A) has an outstanding indebtedness at
the time of application for a consolidation
loefn, to one or more lenders or programs
under this title of not less than $5,000;

'1() has not during the previous 4 months
carried at an eligible institution at least
one-half the normal full-time academic
workload,

"(tC if in repayment status, is not delin-
quent with respect to any required payment
on such indebtedness by more than 90 days;
and

I'(D) is not a parent borrower under sec-
tion 428B(q)(1).

"(4) An individual's status as an eligible
borrower under this section terminates upon
receipt of a consolidation loan under this
section extept with respect to loans received
under this title after the date of receipt of
the consolidatiori loan. For the purpose of
computing the outstanding indebtedness of
such an individual, only loans received after
such date shall be taken into accounL

"(b)(l) Any lender described in clause iA),
(B), or (C) of subsection (a)(1) who wishes to
make consolidation loans under this section
shall enter into an agreement with the Secre-
tary or a State or nonprofit private institu-
tion or organization with which the Secre-
tary has an agreement under section 428(b)
which provides--

(A)(i) that, in the case of lenders de-
scribed in subsection (a)(l)(C), the lender
will make a consolidation loan to any eligi-
ble borrower on request of that borrower, if
the lender holds an outstanding loan of that
borrower which is selected by the borrower
for consolidation under this section, and
will make such loans to other eligible bor-
rowers only to the extent permitted by the
Secretary in an agreement under subsection
(d);

(ii) that, in the case of lenders described
in subsection (a) t)(B), the lender will make,
subject to the availability of funds allocated
for such purpose, a consolidation loan to
any eligible borrower-

"(I) who is, or was at the time of receiving
a loan which is selected for consolidation, a
resident of the State of such lender;, or

"II() who received loans under this title
while attending an institution of higher
education in the State of such lender,
except that the lender may elect to limit fur-
ther the availability of its loans under this
section to those borrowers for whom the
lender is the holder of a loan selected for
consolidation, or

- iii) that, in the case of the Student Loan
Marketing Association, the lender will make
a consolidation loan to any eligible borrow-
er on request of that borrower;

"(B) that each consolidation loan made by
the lender will bear interest, and be subject
to repayment, in accordance with subsec-
tion (c);

"(C) that each consolidation loan will be
made, notwithstanding any other provision
of this part limiting the maximum principal
amount for all insured loans made to a bor-
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rower, in an amount (I) which is not (es
tha the minimum amount required for eli-
gibitity Of the borrower under subsection
(aJf3)(A)(i), and (iWI which is equal to tke
sum of the unpaid princitpal accrued
unpaid interest and late charges of all loans
received by the eligible borrower under this
title which are selected by the borrower for
consolidation,

"(D) that the proceeds of each consolida-
tion loan will be paid by the lender to the
holder or holders of the loans so selected to
discharge the liability on such loans;

"(E) that, in the case of any lender, such
lender will not make consolidation loans
under this part from the proceeds of bonds
or other obligations, the income Jrorn, which
is exempt from taxation under the Internal
Revenue Code of 1954, issued subsequent to
the enactment date of the Student Loan
Consolidation Act of 1985; and

"IF) such other terms and conditions as
the Secretary or State or nonprofit private
institution or organization (whichever is
party to the agreement) may specifically re-
quire of the lender to carry out this section.

"12) The Secretary shall issue a certificate
of comprehenstve insuance coverage under
section 429(b) to a lender which has entered
into an agreement with the Secretary under
paragraph (1) of this subsection. A State or
nonprofit private institution or organtza-
tiorn with which the Secretary has an agree-
ment under section 42Mb) may issue a cer-
tificate of comprehensive insurarce cover-
age to a lender if the lender has entered into
an agreement under paragraph (1) of this
subsection The Secretary shall not issue
such a certificate under ts pazagraph to a
lender described in chjuse lB) or (C) of sub-
section (a)t) -if the Secretary determines
that such lender has reasonable access in its
State, for Me purpose of obtaining such a
certificate to a State or nonprofit private
institution or organization with which the
Secretary has an agreement under section
428(). In either case, such certificate shall,
at a minimum provide-

"(A) that all consolidation loans made by
such lender in cohnfrmtty with the require-
ments of this section uwi be insured against
loss of principal and interest by the issuer of
such certficate'

"(B) that a consolidation loan will not be
insured untess the tender has determined to
its satisfactiq, in accrdance with reasona-
ble and prudent business practices, for each
loan being cne otdated i) that the loan is a
legal, vlid and binding obligation of the
borrower; (ii) that each such loan was made
and serviced itn compliance wjtA applicable
laws and regulations' and (iiiJ in the case of
loans under tis par that -te tnsurance on
such loan is in full froe and efct,'

"(C) the effective date and expiration date
of the certificaa'

"(D) the aggregate amount to which the
certificate applies,'

t'Y) tat, if the lender prior to the expira-
tion of the ceetificate no longer proposes to
make conolidation loans, the lender will so
notify the issuer of such certtficate in order
that the Certficate may be terminated (with-
out affecting the insurance on any consoli-
dation loan made prior to such termina-
tion); and

"(F) the terms upon which the issuer of the
certtficate may limit, suspend, or terminate
the lender's authority to make consolidation
loans under the certificate (without affect-
ing the insurance on any conslidation loan
made prior to such limitation, suspension,
or terminationl

"(3) A consolidation loan made pursuant
to this section shall be insurable under a
certifcate issued pursuant to paragraph (2)
only if the loan is made to an eligible bor-
rower who has agreed to notify the holder of

the loan promptly concerning any change of
address and the loan is evidenced by a note
or other written agreement which-

"(A) is made without security and without
endorsement except that if the borrower is a
minor and such note or other written agree-
ment executed by him would not, under ap-
plicable law, create a binding obligation, en-
dorsement may be required,

"IB) provides for the payment of interest
and the repayment of principal in accord-
ance with subsection (c) of this section and
contains notice of the possibility of a re-
vised repaynet schedule under paragraph
(2) o' such subsection,

"'(C) proides that periodic installments of
principal nee not be paid, but interest shall
accrue and be ad, during any period-

"()tJ during which the borromw is pursuing
a full-time ,orse of study at en eligible in-
stiutitn is 7prsuing a course of study pur-
suant to a jutduate fellowship progrm ap-
proved by the Saretary, or purswust to a re-
habilitation traMng program for disabled
individuals approed by thberatary;

"(ii) not in e of 2 eans ddting which
the bronw is4 serving- an internship, the
succesfol completion of wlo z is required
in order -to nceive professional recognition;

"(ii) not itn excess of 3 yeas during which.
the borrower is temporarily totaly disabled,
as established by sworn af t of a quali-
fted ystician, or during iud4 the borrow-
er is unable to secure emplyvment by rsaxs
of the care required by a spouse who is so
disabled or
",v) which is a single period, not in

excess of 12 months at the request of the
borrower, during which the borrower is seek-
ing and unable to find full-time emnploy-
ment, and
that any such period shall not be included
in determining he repayment period pro-
vided pursuant to subsection 4c)(2) of this
section;

"(D) entBLs the borrower to accelerate
without alty epayment of the whole or
any part orBf loan; and

"(E)(i) utlains a notice of the system of
disclosure concerning such loan to credit
bureau or-antzations under section
430(b)(2, ,and (ii) provides that the lender
on request of the borrower ill provide in-
formation on the repayment status of the
mote to such crganizations.

'7T117 Consolidation loans made under
this section &all bear interest at the rate of
10 per centumn per annum on the unpaid
principal balance of the lo, except that, if
the consolidation loan is used for the pur-
pose of discharging liability on a loan made
pursuant to section 428B, the consolidaion
loan shall bear interest at a rate per annum
on such unpaid balance which is equal to
the Mghest applicable interest rate under
section 427A on any loan rhfich is selected
for consolidation by the borrower. For the
purposes of payment of special allowances
under section 438(b)(2), the interest rate re-
quired by this subsection is the applicable
interest rate with respect to a consolidation
loan.

"(2) Notwithstanding any other provision
of this part, to the extent autkorized by its
certificate of insurance under subsection
(b)(2)(F) and approved by the issuer of such
certificate, the lender of a consolidation
loan7 with the agreement of the borrower,
may establish such repayment terms as will
promote the objectives of this section, in-
cluding the establishment of graduated and
income sensitive repayment schedules In
each case a consolidation loan shall be
repaid as follows:

"(A) in the case of a cauolation loan
the original amount of which is less than
$7,500, such loan shall be repad in not more
than 10 years;

"(B) in the case of a consolidation loan
the original amount of witlch equals or ex-
ceeds $7,500 but is le.r than $11,000, such
loan shall be repaid in not more than 13
years; or

"(C) in the case of a consolidation- loan
the original amount of wthich equals or ex-
ceeds $11,000: such loan shall be repaid in
not more than 15 years

"(3) Repayment of a consolidation loan
shall commence within 60 days after all
holders have, pursuant to subseotion
(b)(1)ID), discharged the liability of the bor-
rower on the loans selected for consolida-
tion.

"(4) No origination fee or insuramoe re-
mium shall be charged to the borrower en
any consolidatton loan and no insuranee
premium shall be payable by the uader to
the issuer of te certificate of insuraooe
with respect to asy such loa.

"fd(1l) If within 18 months after the effec-
tive date of this section, an eligible lender
described in subsection (a)liB) for a Suate
has sot entered into an agreement with the
Secretary or a State or norofit private in-
stitution or organization for purposes of
making ootolidation loans under this sec-
tion, the Secretary may. after a hearin aiad
upon a determination of need therefor, enter
into an agreement for the purposes of
making consolidation loans to eligible bor-
rowers in such State with an eligible lender
described in clause <B) or (C) of subsection
(a)(1) from another State.

"(2) Notice of the hearing required by
paragraph (l elf ts subsection shall be sent
to the Governorof the affected State and the
eligible lenders described in subsection
(aHil)(B) far that State At any such hearing
representattves of such Governor and lend-
ers may present evidence and testimony and
examine witnesses and full consideration
shall be given to te views of such Governor
and lenders with respect to the interests if
the eligible borroers in that State and with
respect to the impact on prograns o such
lenders of allowing a lender described in
clause (B) or IC) of subsection (aJ(1) from
another State to make consolidation loans
pursuant to an agreement under this subsec-
tion in suoh State.

"(3) An agreement under this subsection
may contain such termc and conditious as
the Secretary may specifoal require of the
lender to arry out this sectionL

"(4) Te requirements of paragraphs I1)
and (2) of this subsection shall not apply if
in any State, an eligible lender described in
subsection (a)(1)(B) from another State is
functioning as a secondary market e-
scribed in subparagraph (Di or (F) of sec-
tion 435(9)(D prior-to the date of enactment
of the Stuent Loan Consoldation Act of
1985 and such Jender agrees to make oomoli-
dation loans to eligile borrowers in suh*
Statev

"(e) The authority to make loans under
this section exptres at the close of September
30, 19-91. Nohitrg in this section shall be
construed to authorize the Secretary ho pro-
mulgate rkes or regulations gooernfU tce
terms or conditions f the agreements and
certificates under subsection bJ. Laun
made under this section shall not be oonsid-
ered to be new loans made to students for
purposes of section 424a)."

(b) Co<rR0RvNo A nss.- .--1) Seotion
427(a) of the Act is amended by striking -at
"A loan" and inserting in lieu thereof
"Except as proeided in section 428C a
loan "

(2) ,Sction 4J5(g)(1) of the Act is amend-
ed-

(A) by strikdin out "section 439 (o) and
(q)" in subparagraph 4GI nd insertinv in
lieu there 'e 428C and 4914t' and
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(B) by striking out "section 428(j)" in sub-

paragraph (H) and inserting in lieu thereof fc
"sections 428(h) and 428C". m

(3) Section 438 of the Act is amended- a
(A) in subsection (b)(5)(A)(il), by inserting

"428C," after "428B"; and fi
(B) in subsection (c)(2), by striking out 1t

"section 428B and section 439(o)" and in- .
serting in lieu thereof "sections 428B and
428C'" b

(4) Section 439(d)(1)(C) of the Act is n
amended by striking out "428(A), and except
with respect to loans under section 439(o)," ,
and inserting in lieu thereof "428A, and c
except with respect to loans under section n
428C, "

(c) SPECIAL ALLOWANCE-(1) Section
438(b)(2)(A) of the Act is amended by strik- r
ing out "subparagraph (B)" and inserting in h
lieu thereof "subparagraphs (B) and (C)':

(2) The first sentence of section
438(b)(2)(B)(i) of the Act is amended--

(A) by inserting "appropriate" before
"quarterly rate" the second time it appears,
and

(B) by inserting "or subparagraph (C)"
before the period.

(3) Section 438(b)(2) of the Act is amended
by adding at the end thereof the following
new subparagraph 1

"(C) In the case of loans made in accord-
ance with section 428C, the applicable per
centum to be added under clause fiii) of sub-
paragraph (A) shall be 3 per centumrn. ".

(d) COST EVALUATION REPORT.-The Secre-
tary of Education shall evaluate the cost, ef-
fictiency, and impact of the consolidation
loan program established by the amend-
ments made by this section and shall report
to the Congress not later than June 30, 1988,
on the findings and recommendations re-
quired by this subsection.
PART D-SAVINos ATTRIBUTABLE TO OPERATION

OF GUARANTY AGENCIES
RECOVERY OF OVTSTANDING ADVANCES TO

GUARANTY AGENCIES

SEC. 961. Section 422 of the Higher Educa-
tion Act of 1965 thereafter in this part re-
ferred to as "the Act") is amended by adding
at the end thereof the following new subsec-
tion.

"(d)(1) Notwithstanding any other provi-
sion of this section, advances made by the
Secretary under this section shall be repaid
in accordance with this subsection and shall
be deposited in the fund established by sec-
tion 431. The Secretary shall, in accordance
with the requirements of paragraph (2), re-
cover (and so deposit) an amount equal to
$75,000,000 during fiscal year 1988.

"(2) In determining the amount of ad-
vances which shall be repaid by a State or
nonprofit private institution or organiza-
tion under paragraph (1), the Secretary-

"(A) shall consider the solvency and matu-
rity of the reserve and insurance funds of
the State or nonprofit private institution or
organization assisted by such advances, and

"(B) shall not seek repayment of such ad-
vances from any State described in subsec-
tion (c)(5)(B) during any year of its eligibil-
ity under such subsection. ':

PRECLAIM COLLGECTON ACTIVITIES

SEC. 962. (a) DELAY REQUIRED BEFORE SUB-
MISSION OF CLAIMS BY GUARANTY AOENCISS.-

Section 428(c)(1)(A) of the Act is amended
by adding at the end thereof the following
new sentence: "In no case shall a State or
nonprofit private institution or organiza-
tion with which the Secretary has an agree-
ment pursuant to subsection (b)file a claim
for such reimbursement with respect to such
losses prior to 240 days after the loan be-
comes delinquent with respect to any loan
installment.':

(b) SUPPLEMENTAL PRECLA.S ASSISTANCL--
(1) Section 428(c)(6)(A) of the Act is amend-
ed-
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(A) by inserting.after "assistance for de-

ault prevention," the following: "the ad-
ministrative costs of supplemental preclaim
ssistance for default jwvention, "; and
(B) by striking out "ft such terms are de-

ined in subparagraph (B)" and inserting in
Ieu thereof "as Maft terms are defined in
ubparagraph (B) or (C)':

(2) Section 428(c)(6) of the Act is amended
y adding at the end thereof the following
eto subparagraph:
"(C)(i) For purposes of this paragraph,

'dministrative costs of supplemental pre-
claim assistance for default prevention'
means (subject to divisions (ii) through (iv))
any admints %tive costs-

"(I) incurre a guaranty agency in con-
rection with at , on which the guarantor
has exercised precTaims assistance required
or permitted under sections 428(c)(2)A) and
r28(f)(2), and which has been in delinquent
status for at least 120 days, and

"(II) which are direetly related to prcvid-
ing collection assistance to the lender on a
delinquent loan, prior to a claim being filed
by the guaranty agenga,
including the attributfble compensation of
appropriate personn4Y (and in the case of
personnel who perfo iral functions,
only the portion of com1isation attributa-
ble to the collection assistance), fees paid to
locate a missing borrower, postage, equip-
ment, supplies, telephone. and similar
charges, but does not include -overhead costs.

"(it) The administrative costs for which
reimbursement is authorized under this sub-
paragraph m*t~ be clearly supplemental to
the preclaim aistance for default preven-
tion which the WIaranty agency is required
to provide pursuant to section 428(c)(2)(A)
and section 428(f)(2) of this Act

"tiii) The services associated with carry-
ing out this subparagraph may be provided
by the guaranty agency directly or under
contract, except that such services may not
be carried out by an organization or entity
(other than the guaranty gency)--

"(I) that is the ho.*r or servicer of the
loan or an organizatifl r entity that owns
or controls the holder or servicer of the loan
or

"(II) that is owned or controlled by the
same corporation, partnership association,
or individual that owns or controls the
holder or servicer of the loan.

"(iv) The costs associated with carrying
out this subpsragraph may not exceed 2 per
cent of the outstanding principal balance oj
each delinquent loan subject to the supple
mental preclaim assistance authorized bl
this subparagraph or $100, whichever it
less.':

GUARANTY AGENCY[ LENDER OF LAST RESORT

SEC 963. Section 428(fb#l) of the Act, a4
amended by section 911(b), is furthe
amended-

(1) by striking out "and" at the end Q
clause (P);

(2) by striking out the period at the end Q
clause (Q) and inserting in lieu thereof
semicolon and the word "and"; and

(3) by adding at the end thereof the follou
ing new clause:

"(R) provides for a lender of last resort ti
the State for all eligible borrowers who ar
unable to obtain a loan under this part an
who are legal residents of the State or ar
accepted for enrollment in or are attendin
an eligible institution in the State.".

EFFECTIVE DATES

SEc. 964. (a) RECOVERY OF OrsTANDIN
ADVANCFS.-The amendment made by sectia
961 shall take effect on the date of enacl
ment of this Act

(b) PRECLWIM COLLECTION.-(1) The amenr
ments made by section 962(a) of this A;
shall apply to all loans, including loar
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made before the enactment of thts Act, and
shall take effect on the date of enactment of
this Act.

(2) The amendments made by section 962
shall take effect on the date of enactment of
this Act.

(c) LENDER or LAST RESORT.-The amend-
ments made by section 463 of this Act shall
tqke effect 30 days after the date of enact-
ment of this Act.
PART E-SA vINOS RELATED TO THF OPERATION

OF THE STUDENT LOAN MARKETING ASSOCIA nON

TREATMENT OF CERTAIN OBLIGATIONS

SEc. 971. (a) GENERAL RULEs-In order to
contribute to carrying out the directions in
the first concurrent resolution on the budget
for the fiscal year 1986 iS. Con. Res. 32, 99th
Congress agreed to August 1, 1985) designed
to reduce the Federal budget deficit, the Stu-
dent Loan Marketing Association shall,
during the fiscal year 1986, reduce the level
of obligations owed to the Federal Financ-
ing Bank by $30,000,000 which, but for this
section, will be paid to the Federal Financ-
ing Bank after October 1, 1986.

(b) SPECIAL RULE.-The amount described
in subsection' t(a) may not be credited by the
Student Loan .Marketing Association to
reduce the obligation to repay the Federal
Financing Bank amounts which the Student
Loan Marketing Association owes to the
Federal Financing Bank in each of the fiscal
years 1987 and 1988.
. (c) SAVINOS PROVISION.-Nothing in this

section shall be construed to authorize or re-
quire the Student Loan Marketing Associa-
tion or the Federal Financing Bank to re-
negotiate the contract or other agreement
under which the Student Loan Marketing
Association agreed to pay amounts made
available by the Federal Financing Bank to
carry out section 439 of the Higher Educa-
tioht Act of 1965.

PART F--FLMxTIrE PROVISIONS

AMENDMENIS TO CONTRACT WORK HOURS AND

SAFETY STANDARDS ACT

SEc. 981. (a) Section 102(a) of the Contract
Work Hours and Safety Standards Act (40
U.S.C. 328(a)) is amended to read as follows'

"(a) Notwithstanding any other provision
of law, the wages of every laborer and me-
chanic employed by any contractor or sub-
contractor in his performance of work on
any contract of the character specifted in
section 103 shall be computed on the basis of

. a standard workweek of forty hours, and
work in excess of such standard workweek

s shall be permitted subject to provisions of
this section. For each workweek in which
any such laborer or mechanic is so employed
such wages shall include compensation, at a
rate not less than one and one-half times the
basic rate of pay, for all hours worked in
excess of forty hours in the workweek.':

(b) Section 102(b) of euch Act is amend-
f ed-
a (1) by striking out "eight hours in any cal-

endar day or in excess of" in paragraph (1);
and

(2) by striking out "eight hours or in
excess of'" in paragraph (2).

e AMENDMEsNT T THE WALSH-HBEALEY ACT

rSEC. 982. Subsection (c) of the first section
of the Act entitled "An Act to provide condi-
tions for the purchase of supplies and the
making of contracts by the United States,
and for other purposes" (41 U.S.C. 35(c)),

acommonly known as the Walsh-Healey Act,
m is amended by striking out "eight hours in
t- any one day or in excess of".

EFFECTIVE DATE

ct SEC. 983. The amendments made by this
Is part shall be effective upon enactment
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PART G-HELTJH AND HOsPITrL S

CONTlNUATION OF HEALTH INSURANCE FOR LNDI-
VIDUALS LOSING EMPLOYMENT-RELATED COY-
ERA GE
SEC. 984. (a) IN GENERAL.-The Public

Health Service Act is amended by adding at
the end the following new title:
"TITLE XXII-REQUIREMENTS FOX

CERTAIN GROUP HEALTH INSURANCE
POLICIES

"REQUIREMENT OF CONTINUATION CO VERA E AND
OPEN ENROLLMENT PERIOD

"SEC. 2201. a) In accordance with ,y;ula-
tions which the Secretary shall prescribe-

"(1) each employer-
"(A) which is now or h fter required

during any calendar quarter to pay its em-
ployees the minimum w e prescribed by
section 6 of the FairL 'rrSgards Act of
1938 (or 'maod *e required I pay its em-
ployees such wage bt ibr section 13(a) of
such Act). and

"(B) which ftnriS such calendar quarter
employed an averaoe numer of employes
of not less than 25,
shall ictlude in any health benefits plan,
and

"(2) any State adl eoch political aubdivi-
sioR thereof wih durting any calendar
quarter emoioved an average number of em-
ployees of not less than 25, as a condition of
payment to the State of funds under section
314td), 317, 318, 1002, 1525, or 113 shall in-
elude in any ha.h benefits plan,
offered to such employees in the calendar
year beginning after such calendar quarter
of the Secretary (i) the option of continu-
ation coverage specified in section 2202, and
(ii) the spousal open enrollment period spec-
ified in section 2203.

"lb) For Purposes of this section, the term
'employer' does not include-

"(1) the Government of the United States,
the government of the District of Columbia
or any territory or possession of the United
States or any agency or tntrrmentality (in-
cluding the United States Postal Service and
Postal Rate Commission) of any of the fore-
going, except that such term includes non-
appropriate fund instrumentalities of the
Government of the United States;

"(2) a church, convention or association
or churches or any organization operated
supervised or controlled by a church, con-
ventton or association of churches which or-
ganization is an organization described in
section 501(c)(3) of the Internal Revenue
Code of 1954; or

"(3) a Slate or any 3>olitical subdivision
thereof or any agency or instrumentality
thereof.

"OPTION OF CON7InUATsON COVERAGE

"Szc. 2202. (a) The requitrement of con-
tinuation coverage referred to in clause (I)
of section 2201(a) is that each covered em-
ployee or other qualified beneficiary, who
would lose coverage under the health bene-
fits plan because of a qualifying event is
given, in accordance with this section, the
option of electing continuation coverage
under the plan.

'Yb)(1) The option of electing continu-
ation coverage must be offered during a
-period that-

"(A) begins not later than the termination
date (as defined in subsection (c)(2)),

"(B) is ofat least 60 days duration, and
"(C) ends not earlier than "6 days after the

date the qualiftid benefsciry is notified
under subsection (fH) or the termination
date, wkichever date is later.

"(2) Unless otherwise specified in the elec-
tion-

"tA) any such election by a covered em-
ployee "hal! be deemed to include an election
loith respect to aol other qualified benefici-

aries of the employee whose coverage would,
but for continuation coverage provided tn
accordance t7ith this section, be affected by
the qualifyin:7 event, and

'YBi except as provided in subparagraph
(A? Wny such election by an individual who
is a uteaifled beneficiary described in sub-
section- (g)(2(A) shall be deemed to include
an ie'n of continuation coverage on
bes 1 of any other qualified benefociary
(other than the covered employee) whose
ceterage would but for continuation cover-
age provided in accordance with Ohis sec-
tion, be affecled t Ode qualifying event

"(c) For purposes of this section'
"(1) A 'qualifytin event' under a health

benefits psn, ish respect to a coveo em-
ployee, is anUy f Me following events if the
coverage of a qudtfted benefcitary under the
plan woud, b for continuation coverwe
provided in coignce with this section, be
terminated by Ooccurrence of the event'

"(A) The tewnation, or reduction of
hours, of the rcqvtd employee's emso0yment
(other tan fgrmuse).

"(B) The d of the covered employe.
"(C) VWe Oe or separation of the cov-

ered empee *t his or her sptwe.
"(D) 7he u employee bsc tg enti-

tled io 6aW xuder title XVR of UMe
Social sectvpAFt

"(2) Th dr 'terminatton W' means,
with respect t$ a qualifying event the date
on ohio coverage of a quClred benefciary
under a rpoup health plan rwud be termi-
nataed mder the plan but for o*ntistion
coverme provided in compliace wt this
sectim

'Y¥ Any cortinuation coeaI dAeted by
or - behalf of a qualified benrociary thal
meet the following requirements

'Y1) The covragae nmav not be condittoned
upon, or distrlmnate on the basis of laoc of
evidence f nsurability.

"(2) MTe coverage *ail consist cf coverage
which is tientical A the coveroa provided
under the plan to milarly stfts4ed benaft-
ciaries under the dn with resp't to whom
a qualifying event* not occurred

"(3) If at the e of the quaetng event,
an individual was covered under the health
be2efts pht because of the tnind.ual's re-
lationship *o a covered empwee and the in-
dividui to a qualified bene.fciar, the
option must be provided of otinu~ing cov-
ero Wf the indivitdual

'YV The coverage shall h br a period
caomnrencing upon the expbittu date and
ending not earlier than the earliest of the
following:

"(A) In the case of a qualifying event de-
scribed in subsection (c)(1)(A) (relating to
unemployment r reduction of empboyment,
18 months fj the date the continued cov-
erage begin.

"(B) In the case of a qualifying event not
described in subsection (c)(1)(A), thirty-six
months after the date the continued cover-
age beatins

"(C) The date on which the employer
ceases to provide any health benefits plan to

"(D) The date on which there is a failure
in making timely payment of any premium
required under the plan with respect to the
qualified beneficiary.

"(E) The date on which the qualified bene-
ficiary first becomes, after the date of the
election, a covered employee under any
other health benefits plan offered by an em-
ployer or becomes entitled to benefits under
title XVlf of the Social Security Act

"(F) In the case of a qualifted beneficiary
spouse described in subsection g)(2)(A), the
date on which the qualified beneflciary re-
marries and becomes covered under a heO,th
benefits plan as the spouse of a covered em-
ployee.

'YG) n tMe case of any individual who is
a quatfled benefictarp by reason of having
been a covered dependent child of a covered
employee Me date o07 which The individual
ceases to be a covered dependent child of the
qualified beneficiary.

"13) In Me case of a qualfied benefciary
whose eriod ~a eonLnued coverae expies
under subparagraph (A) or (B) of paragra
(4), te plan must provide to the benafciarg
duing the 190-d4a period ending on the
date o expiration of the period of ecotinud
coerage, the option of SiolumRn. t under a
converston health plan othevase geaa-l
available to beneficiaries under the plan

"(e)(l) The total pneemtin o"~d by a
health benet pan sith respect to a
qualsed beneicary for continastbin cov-
erage under the pln shall not etocd the
suof 'employer premiums and emplose
premiums enerally charged with respect g
coverage wudr fe plan of similarly sitst-
ed benefciaries with respect to u~z a
qualifying event has not occurred. The totl
of all pamtnwu charged by fe pl an m smy
plan year may be based upon reasonmwM wn-
ticipated community costs for such plan
year of the entire pool f oovered ewp ese
and other beneficiaries under fpIe a -
cludinrg eaJW benfcirues receiving
continuation coveragme under ae plan under
this sectiorn

"(2) The phn may provide for payment of
the total premium by the qualified beefltc-
ary receiving such coverge, or for payment
of all or part of such prenmum by the en-
ployer or oCfer party and payment of he re-
mainder of such premium by such benfclt-
ary. The plan shal provide for payment of
any prenmium by a qualified benefttary in
monthly installments if so elected by the
benefici.ry. If lection is mnade durting i4
election period but after the termination
date the plan hUl permit pawyna of any
premium for continuation coveage during
the p reedi period to be npue wdikin 45
days of the dte af tbe eection.

'Y3) As used in thts subsection the term
'premium' unse any amount peyatde wtth
respect to the provision of coverage under a
health benes plan.

"(f in accordance With regulattons of the
Secretary-

"(1) the health benefits plan must provide
at the time of commencement of coverage
under the plan, for written notice to each
covered employee and spouse of the emnpov-
ee (if any) of the rights under this section,

"(2) the employer of a covered employee
under the plan must notify the healt bene-
fits plan administrator if the employee dies;

"(3) each covered employee is responsible
for notifying the health benefits plan admin-
istrator of the occurrence of any qualifying
event (other than that described in subsec-
tion (c)(1t(B)) respecting that employee; and

"(4) the health benefits plan administrator
must notify each qualified beneficiary
within a period of 14 days after the date the
administrator is notified concerning a
qualifying event affecting that beneficiary,
of-

"(A) the termination date with respect to
the beneficiary, and

"(B) the-benefctary's right to elect con-
tinuation coverage under this section and
the election period established under subsec-
tion (b)t1) during which the beneficiary can
exercise that right.

"(g) For purposes Qf this section
"(1) The term 'covered employee' means a

individual who is (or was) provided cover-
age under a health benefits plan by virtue of
the individual's employment or previous
employment with an employer.

"(2) The term 'qualifed beneficiary'
means, with respect to a covered employee
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under a health benefits plan, the covered in-
dividual and any other individual who, on
the date before the date of a qualifying event
for that employee-

"(A) is a benefciary under the plan as the
spouse of the employee and had been mar-
ried to the employee for at least the immedi-
ately preceding 30-day period, or

"(B) is a beneficiary under the plan as a
covered dependent child of the employee

"(3) The term 'covered dependent child'
means, with respect to a covered employee
an individual who meets the generally ap-
plicable requirements of the plan for treat-
ment as a dependent child covered under the
plan by reason of the coverage of the em-
ployee under the plan.

"(4) The term 'health benefits plan admin-
istrator' means, in connection with a health
benefits plan, any person who provides for
administrative functions relating to enroll-
ment of individuals under the plan. For pur-
poses of this subparagraph, the term 'person'
includes one or more individuals, govern-
ments or agencies of the United States or
any State or political subdivision thereof,
labor unions, partnerships, associations,
corporations, legal representatives, mutual
companies joint ventures, oint stock com-
panites, societies, trusts, unincorporated or-
ganizations, trustees, trustees in bankrupt-
cy, receivers, and fiduciaries

'WNPORCEKYKN
"SEc. 2204. (a) Any employer (other than a

State or political subdivision thereof, or any
agency or instrumentality theyreo) who
knowingly does not comply with one or
more of the requirements of this title shall be
subject to a civil penalty of not more than
$10,000. If such noncompliance continues, a
civil penalty may be assessed and collected
under this subsection for each 30-day period
such noncompliance continues Such penal-
ty-may be assessed by the Secretary and col.
lected in a civil action brought by the
United States in a United States district
court.

"(b) In any proceeding by the Secretary to
assess a civil penalty under this section, no
penalty shall be assessed until the employer
charged shall have been given notice and an
opportunity to present its views on such
charge. In determining the amount of the
penalty, or the amount agreed upon in com-
promitse the Secretary shall consider the
gravity of the noncompliance and the dem-
onstrated good faith of the employer charged
in attempting to achieved rapid compliance
after notification by the Secretary of a non-
compliance,

"(c) In any civil action brought to review
the assessment of a civil penalty assessed
under this section, the court shall, at the re-
quest of any party to such action, hold a
trial de novo on the assessment cLf such civil
penalty and in any civil action to collect
such a civil penalty, the court shall, at the
request of any party to such action, hold a
trial de novo on the assessment of such civil
penalty unless in a prior civil action to
review the assessment of such penalty the
court held a trial de novo on such assess-
ment

"(d) Any employer (other than a State or
political subdivision thereof, or any agency
or instrumentality thereof) who knowingly
does not comply with one or more of the re-
quirements of this title shall be liable to in-
dividuals for damages (including health
care costs incurred) resulting from the em-
ployer's failure to comply with the require-
men ts

"(e) If the Secretary, after reasonable
notice and opportunity for a heartng to a
State, finds that it or any of its political
subdivisions has failed to comply with one
or more requirements of this title, the Secre-
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tary sha terminate payments to such State
under section 34(d), 317, 318, 1002, 1525,
and 1613 and notify the Governor or such
State that further pfaments under such sec-
tions will not be made to the State until the
Secretary is sattf- that there will no
longer be any such failure to comply."

(b) EmrcT7v DATrs--
(1) GsNrERA RUlS.-The amendments made

by this section shall apply to plan years be-
ginnino on or after January 1, 1986.

(2) SPEutl, RUILE FOR COLLtCTiE-ARGAlN-
INO AOREaswmT.-In the case of a health ben-
efits plan d pursuant to one or
more colinting agreements be-
tween emp resentatives and one or
more employers ratified before the date of
the enactment Qf this Act, the amendments
made by this section shall not apply to plan
years beginning before the earlier of-

(A) the date on which the last of the collec-
tive-bargaining agreements relating to the
plan terminates Idetqerined without regard
to any extension th4' agreed to after the
date of the enactment of this Act), or

(B) January 1, 1987.
For purposes of subparagraph (A), any plan
,amendment made pursuant to a coUllective-
bargaining agreement relating to the plan
which amends the plan solely to conform to
any requirement added by this section shall
not be treated as a termination of such col-
lective-bargatntng agreement

(ci No'IoqcAON To CovRED ErPLO6YES.-
At the time Wat the amendments made by
this section 0 to a health benefits plan
described in i-ctton 2201 of the Public
Health Service Act, the plan shal notify
each covered employee and spouse of the
employee (if any), who is covered under the
plan at that time of the continuation cover-
age and open enrollment period required
under sections 2202 and 2203 of that Act
The notice furnished under this subsection
is in lieu of notice 3at may otherwise be re-
quired under sectio202(f)(1) of that Act

PART H-GRADUATE MEDICAL EDUCATION
COUNCIL ON ORADUATT MDIC.AL DUCATION

Sec. 986 (a) Title VII of the Public Health
Service Act is amended by adding at the end
thereof the followng new part.

"PARr H-GRADUA4TV MEDICAL EDUCATION
"CoUNcI W cRRADUATr uEDcAL zDUCArON
"Ssc. 799. (d) RS'ABsHmRStr OF CorUNCI--

There is estabished the Council on Graduate
Medical Education (hereafter in this section
referred to as the "council"A. Prior to July 1,
1988, and every three years thereafter, the
council shall provide advice and make rec-
ommendations to the Secrety with respect
to-

"(1) the supply of phgysicans in the United
States,

"(2) current and future needs for physi-
ctans to practice in primary care specialties
and in medical specialties which the Coun-
cil determines to have a relative shortage of
physicias;a

"(3) issues relating to foreign medical
school graduates;

"(4) appropriate Federal policies with re-
spect to the matters specified in paragraphs
(1), (2), and (3), including policies concern-
ing changes in the financing of undergradu-
ate and graduate medical education pro-
grams and changes in the types of medical
education training in graduate medical edu-
cation programs; and

"(5) appropriate efforts to be carried out
by hospitals, schools of medicine, and
schools of osteopathy with respect to the
matters specified in paragraphs (1), (2), and
(3), including efforts for changes in under-
graduate and graduate medical education
programs.

"(b) MEmsBRsHIP.-The Council shall be
composed of-
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"(1) the Assistant Secretary for Health or

the designee of the Assistant Secretary;
"(2) the Administrator of the Health Care

Financing Administration;
"(3) the Chief Medical Director of the Vet-

erans' Administration,
"(4) ten members appointed by the Secre-

tary from representatives of health care pro-
vider, national and specialty physician or-
ganizations, schools of medicine, organiza-
tions of graduates of foreign medical
schools, and hospitals which provide gradu-
ate medical educaton; and

"(5) four members appointed by the Secre-
tary from reprentatives of health insurers,
business, and labor.

"(I) TsRs.--41) Members of the Council
appointed under paragraphs (4) and (5) of
subsection (bti hall be appointed for a term
of four years, except that the term of office
of the members first appointed shall expire
as designated by the Secretary at the time of
appointment, four at the end of one year,
four at the end of two years, three at the end
of three years, and three at the end of/our
years.

"(2) The Secretary shall appoint the first
members to the Council under paragraphs
(4) and (5) of subsection (b) within 60 days
after the date of enactment of this section.

"ydl CRan.--The Council shall elect
one of its members as Chairman of the
CounciL

"(e) QuoRutr.-Nine members of the Coun-
cil shall constitute a quorum, but a lesser
number may hold hearings

"(f) VACANCrss.-Any vacancy in the Coun-
cil shall not affect its power to function.

"t(g) COMPJNSA7ION.-Each member of the
Council who is not otherwise employed by
the United States Government shall receive
compensation at a rate equal to the daily
rate prescribed by GS-18 under the Cteneral
Schedule under section 5332 of title 5,
United States Code; for each day, including
traveltime, such member is engaged in the
actual performance of duties as a member of
the Council A member of the Council who is
an officer or employee of the United States
Government shall serve without additional
compensationr AU menbers of the Council
shall be reimbursed for travel, subsistence,
and other necessary expenses incurred by
them in the performance of their duties.

"(h) PowERs.-In order to carry out the
provstions of this section, the Council is au-
thorized to-

"(1) collect such information, hold such
hearings, and sit and act at such times and
places, either as a whole or by subcommittee,
and request the attendance and testimony of
such witnesses and the production of such
books, records, correspondence, memoranda,
papers and documents as the Council or
such subcommittee may consider advisable,
and

"t2) request the cooperation and assist-
ance of Federal departments, agencies, and
instrumentalities in carrying out the provi-
sionls of this section, and such departments,
agencies, and instrumentalities are author-
ized to provide such cooperation and assist-
ance.

"(1) RsroRms.-Prtor to July 1, 1988, and
every three years thereafter, the Council
shall prepare and transmit a report to the
Secretary and to the Congress which speci-
fes the activities of the Council during the
period for which the report is made and con-
tatns advice and recommendations as re-
quired under subsection (a). "

PART I-SINGLE EMPLOYER PENSION PLANS

SEC J87. SHORT 77TLS.
This part may be cited as the "Single-Em-

ployer Pension Plan Amendments Act of
1985'"



CONGRESSIONAL RECORD - SENATE November 14, 1985
SEC Wf FINDINGS AND DECLARATION OF POLUCY.

(a) FNDINOs.--The Congress finds that-
(1) single-employer defined benefit pen-

sion plans have a substantial impact on
interstate commerce and affect a national
interest,

(2) the continued well-being and retire-
ment income security of millions of workers,
retirees, and their dependents are directly
affected by such plans:;

(3) the existence of a sound termination
insurance system is fundamental to the re-
tirement income security of participants
and beneficiaries of such plans; and

(4) the current termination insurance
system may encourage employers to termi-
nate pension plans, to evade their obliga-
tions to pay benefits, and to shift unfunded
pension liabilities onto the termination in-
surance system and the other premium
payers.

(b) ADDITIONAL FINDINOS.-The Congress
further finds that modification of the cur-
rent termination insurance system and an
increase in the insurance premium for
single-employer defined benefit pension
plans is necessary-

(1) to increase the likelihood that full ben-
efits will be paid to,participants and benefi-
ciaries of such plans;

(2) to provide for the transfer of liabilities
to the termination insurance system only in
cases of severe hardship;

(3) to maintain the premium costs of such
system at a reasonable level; and

(4) to finance properly current funding de-
ffciencies and future obligations of the
single-employer pension plan termination
insurance system.

(c) DEcLARATION OF POLICY.-It is the
policy of this part-

(1) to foster and facilitate interstate com-
merce;

(2) to encourage the maintenance and
growth of single-employer defined benefit
pension plans;

(3) to increase the likelihood that parttci-
pants and beneficiaries under single-em-
ployer defined benefit pension plans will re-
ceive theirfull benefits;

(4) to provide for the transfer of unfunded
pension liabilities onto the single-emplover
pension plan termination insurance system
only in cases of severe hardship;

(5) to maintain the premium costs of such
system at a reasonable level, and

(6) to assure the prudent financing of cur-
rent funding deficiencies and future obliga-
tions of the single-employer pension plan
termination insurance system by increasing
termination insurance premiums.
SEC. 98 AMENDMENT OF THE EMPLOYEE RETIRE-

NEAT INCOME SECURITY ACT OF 1974.
Except as otherwise specifically provided,

whenever in this part anr amendment is ex-
pressed in terms of an amendment to, or
repeal of, a -section or other provision, the
reference shall be considered to be made to a
section or other provision of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1001 et seq.).
SEC "I DEFINTTIONS

(a) IN GsENRA L.-Section 4001(a) (29
U.S.C. 1301(a)) is amended-

(1) by striking out "and" at the end of
paragraph (11);

(2) by striking out the period at the end
thereof and inserting in lieu thereof ";' and";
and

(3) by adding at the end thereof the follow-
ing new paragraphs:

"(13) 'contributing sponsor' means, with
respect to a single-employer plan, a person
who is responsible for meeting the funding
requirements prescribed under section 302 of
this Act and section 412 of the Internal Rev-
enue Code of 1954, other than a person who

is so responsible solely by reason of section
302(c)(11) of this Act or section 412(c)(11) of
such Code,

"(14) 'controlled -goup' means, with re-
spect to a single-employer plan, a group con-
sisting of a person and all other persons
under common control with such person
under the principles prescribed in subsec-
tion (b)(1);

"(15) 'single-employer'plan' means, except
as oternwise specifically provided -in this
ti", :any plan which is not a multierhployer

"(16) 'composite single-employer plan'
means a single-employer plan that has two
or more contributing sponsors, all of whom
are not within the same controlled group;

"(17) 'amount of unfunded guaranteed
benefits' meanet, itth respect to a single-em-
ployer plan, art amount equal to the excess
of- ; -

"/A) the acftirial present value of the ben-
efits under tbAilan guaranteed under this
title, determai on the basis of assump-
tions prescrtb5t1y the corporation for pur-
poses of secttio 4044, over

"(B) the current value of the assets of the
plan which are allocated to such benefits in
accordance with section 4044;

"(18) 'final benefit obligation' means, with
respect to a plan termination, all benefits of
a participant or beneficiary described in
section 4044(a) as of the close out date for a
standard termination spectfied in section
4041(b)13), and for a distress termination, or
termination by the corporation, the termi-
nation date specified in section 4048; and

"(19) 'person' has the meaning set forth in
section 3(9).".

(b) TECHNICAL CORRECTION OF ERROR IN
MULTIEMPLOYER PENSION PLAN AMENDMIENT
Acr or 1980.-Section 4001 (29 U.S.C. 1301)
is further amended--

(1) by striking oti#'the amendments made
by section 402(a)(Vl(F) of the Multiemployer
Pension Plan Amrtdments Act of 1980 (94
Stat. 1297) (addtnw nerw paragraphs after a
subsection /c)(l));

(2) by insertingr "(1)" after the subsection
designation of subsection (b); and

(3) by adding at the end of subsection (b)
the following new paragraphs:

"(2) For purposes of this ttle, except as
otherwise provided in this title, contribu-
tions or other payments shall be considered
made under a plan for a plan year if they
are made within the period prescribed under
section 412(e)(10) of the Internal Revenue
Code of 1954 (determined, in the case of
plan termination, as if the plan had contin-
ued beyond Mt termination date).

"(3) For purposes of subtitle E, 'Secretary
of the Treasury' means the Secretary of the
Treasury or such Secretary's delegate.':
SEC. 9i. SINGLE-EMPLOYER PLAN TERMINA TION.

(a) IN GEntERAL-Section 4041 (29 U.S.C.
1341) is amended-

(1) by striking out subsections (a) through
(d);

(2) by redesignating subsections (e) and (f)
as subsections (d) and t(e, respectively; and

(3) by inserting after the section designa-
tion the following new subsection.'

"(a)(1) Except as provided in section 4042,
a single-employer plan may be terminated
only in a standard termination under sub-
section (b) or a distress termination under
subsection (c).

"(2)(A) If the plan to be terminated is the
subject of one or more collective bargaining
agreements between one or more employee
organizations (within the meaning of sec-
tion 3(4)) and one or more employers, the
plan administrator shall, not less than 30
days before filing any notice of intent to ter-
minate such plan under subsection (b)(1)(A)
or (c)(1)(A) submit to each such employee

organization a separate notification that
such notice of intent to terminate will be
filed with the corporation on a specified
date.

"(B) The plan administrator shall provide
the separate notification required under
subparagraph (A) to-

"(i) the person who has been designated by
the employee organization to receive such
notification under the collective bargaining
agreement or the plan, or

"(iit such other person as the employee or-
ganization may designate in writing.

"(C) The plan administrator shall certify
compliance with this paragraph in the
notice of intent to terminate such plan filed
under subsection (b)(1)(A) or (c)(1)(A).'

b) EFFECTIVE DATE.-The amendment
made by subsectioft (a) shall apply with re-
spect to terminations for which notices of
intent to terminate under section 4041 are
filed on or after the date of the enactment of
this Act.
SEC. n. STANDARD TERMI.vATION OF SINCL--

PLOYER PLANS
(a) IN GrsNmL-.-Section 4041 (29 U.S.C.

1341) (as amended by section 991 of this Act)
is further amended by inserting after sUbsec-
tion (a) the following new subsectionr

"(b)(1)(A) A single-employer plan is con-
sidered to have terminated in a standard
termination only if-

"/it the plan administrator has filed with
the corporation a notice of intent to termi-
nate the plan in a standard termination on
a specified termination date and such date
is not earlier than 10 days after the date of
the filing of such notice, and such notice in-
cludes information that the corporation
may require, and

"(ii) the plan has been amended to provide
that (effective on the termination date), ac-
crued benefits, as defined in section 411 of
the Internal Revenue Code of 1954, shall not
increase after the termination date, except
as required to meet the qualification re-
quirements of subchapter D of chapter I of
the Internal Revenue Code of 1954.

"(B) On or before the date of the filing of-
the notice of intent to terminate, the plan
administrator shaU-

"it) notify each plan participant that such
notice of intent to terminate has been or
will be filed, and

"(iit) provide a copy of the notice of intent
to terminate to each employee organtzation
(within the meaning of section 3t4) of this
Act) representing participants under such
plan as of such date.

"C)(it) Such standard termination shall be
effective as of the termination date set forth
in such notice of intent to terminate filed
under subparagraph (A)(i).

"(ii) For purposes of subparagraph (B), in
the case of a notice of intent to terminate
that must be provided to an employee orga-
nization, the required notice shall be provid-
ed to-

"/I) the person who has been designated by
the employee organization to receive notice
under the collective bargaining agreenent
or the plan, or

"(11) such other person as the employee or-
ganization may designate in writing.

"(2) If after the termination of the plan, it
has insufficient assets to pay when due all
benefits payable under the plan during a
plan year, the contributing sponsors of the
plan and the members of their controlled
groups shall be jointly and severally liable to
contribute to the plan, when necessary, such
additional amounts as are necessarv to pay
such benefits when due.

"(3)(A) A single-employer plan terminated
in a standard termination under this sub-
section may close out its affairs only if-
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"(i) such plan has assets suffcient to dis-

charge when due all final benefit obligations
of the plan and

"(Ii) such closing out is carried out in ac-
cordance wDith this pagraphka

"(B)Jtl The plan administrator shall not
later than 30 days before the close out dqte,
notify each plan participant and each em-
ployee organization (within the meaning of
section 3(4)) reprsenting participants
under such plan as of a close out date speci-
fied in the notification, that-

"/(I the plan will close out its affairs on
such date, and

"fII) a final distribution of assets will
take place on a proposed date of distrtbu-
tion.

"(ii) The proposed date of distribution
shall be as soon as practicable after the clole
out date.

"(C) If the close out date of the plan falls
on the same date as the termination date of
the plan, the notification requirements of
this paragraph with respect to the corpora-
tion, each participant, and each employee
organization referred to in subparagraph
(B) are met if the notice of intent to tenni-
nate required under paragraph /l1)A)(l) also
contains the information necessary to meet
the requirements of this paragraph.

"D)(Di) At least 30 days before the proposed
date of distribution of assets pursuant to the
closing out of the plan, the plan administra-
tor shall send a notice to the corporation
setting forth certification by an enrolled ac-
tuary-

"(I) of the amount (as of the proposed date
of distribution) of the assets of the plan,

"(II) of the actuarial present value (as of
the proposed date of distribution) of the
final benefit obligations under the plan (in
accordance with regulations of the corpora-
tion), and

"11l) that the assets of the plan are sJfi-
cient (under regulations of the corporation)
to discharge when due such final bneft ob-
ligation.

"(iili) If the corporation determines that
the requirements of clause (I) have not been
met within 30 days after receipt of such
notice,, the corporation shall provide the
plan administrator with a notice of non-
compliance with such clause.

"(II) The corporation and the plan admin-
istrator may agree to extend such 30-day
period by written agreement or the corpora-
tion may apply to the United States district
court for an order extending such period

"(III) This clause does not apply to plans
described in subparagraph (F).

"(iit) Except as provided in subparagraph
(F), the plan may commence the final distri-
bution of assets pursuant to the closing out
of the plan only if-

"(I) the period described in clause (ii) has
expired, and

"(II) the plan administrator has not re-
ceived such a notice of noncompliance from
the corporation during such period.

"(E) In connection with the final distribu-
tion of assets pursuant to the closing out of
the plan, the plan administrator shall dis-
tribute plan assets in accordance with sec-
tion 4044 by-

"(i) purchasing irrevocable commitments
to provide when due all benefits described in
subparagraph (A) to all participants and
beneficitares, or

"(ii) otherwise fully satisfying the obliga-
tion to provide wohen due all such benfits in
accordance with the provisions of the plan
and any applicable regulations of the corpo-
ration.

"(F)(i) With respect to plans described in
this subparagraph, a final distribution of
assets cannot occur until the corporation /I0
determines that the assets of the plan are
sufficient to provide when due all final be-
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efit obligations, and (H) issues a notice of
sufficiency.

"(it) A plan is deserbd (a this subpara-
graph if-

U"I) the plan has fled-
"(eat a notice of intent to terminate with

the corporation before the date of enactment
of the Single-Employer Pension Plan
Amendment Act of 1985 and for which the
corporation has not issued a notice of suffi-
ciency before such date of enactment in ac-
cordance with this subsection as in effect
prior to such date of enactment, or

"(bb) a notice of intent to terminate in a
standard termination with the corporation
on or after such date of enactment and
before Marcd 1, 1986, and

"(IID the lesr of 10 participants or 10 per-
cent of the wrtiipants under the plan have
filed comp pts with the corporation re-
garding such mn ation within 15 days of
such date of enactment for plans described
in subdivision (aa) or within 45 days of the
filing of the notice described in subdivision
(bb).

"(ii)(l) Except as provided In subclause
(11), the corporation shall consider and re-
spond to such comeplints no later than 90
days after the date W corporation makes
the determination described in clause (i)(I).
The corporation may hold an informal hear-
ing to expedite consideration of such com-
plaints. Any such hearing shall be exempt
from the requirements of chapter 5 of part I
of title 5, United State Code.

"(11) In the case of a plan 'described in
subelause (iUWfUaa that has been granted
an extension ce request of the corpora-
tion pursuant ltction 4041O(d as in effect
prior to the date of enactment of the Single-
Employer Pension Plan Amendments Act of
1985, because of circumstances wholly
within the control of the corporation the
period tithin which the corporation shall
consider and respond to such complaints
shall be 14 days.

"(iv/t) Except as Vmpided in subclause
(II, the corporation S not issue a notice
of sufficiency in accoirance with this sub-
paragraph until 90 days after the date the
corporation makes the determination de-
scribed in clause (t)(l), except in the case of
a plan described in clause (iii)(II) for which
this period Asl be 14 days.

"(II) The _poration may issue a notice
of sufficency y time after the corpora-
tion makes the determination described in
clause (i)(D) if the contributing sponsor dem-
onstrates to the satisfaction of the corpora-
tion (except in the case of an acquisition
takeover, or leveraged buVout) that it is ex-
perkincing substantial business hardship or
if the risk of loss to the corporation is in-
creasing. For purpos of this subclause,
substantial business hardship means that
the contributing sponsor has been operating,
and can demonstrate that it will continue to
operate, at an economic loss.

"(G) The corporation shall audit a
random ssection of participants benefits
within a Vpn closed out in accordance with
this para~ to ascertain whether their
assets have been distributed in compliance
with the requirements of this title.

"(4)(A) Except as provided in subpara-
graph (B), if a court of competent Jurisdic-
tton determines in a civil action after the
final distribution of assets is completed that
a plan has failed to discharge when due the
final benefit obligations of the plan to any
participant or beneficiary in accordance
with paragraph (3) and the final benefit ob-
ligations are not fully satisfied by the de-
fendan in such action within 99 days after
such oatu *me such determination (or
such ad~jl . period of time as the court
may ot nal bengfit obigeons of a
participant or beneficiary shall be-
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"(i) treted by the corporation as though

they were benefits provided under a single-
employer plan that terminated in a distress
termination under subsection (tc on the
close-out date, and '

"(ii) guaranteed by the corporation under
section 4022 in the same manner and to the
same extent as such benefits would have
been guaranteed under section 4022.

"(B) The corporation may not guarantee
under subparagraph (A)tii) any portion of
the final benefit obligations of a participant
or beneficiary which has been discharged
when due by the plan or satisfied by the de-
fendant in the-ivil action described in sub-
paragraph (A).

(b) AMENDMaTSn RLA77rNO TO Fu lDINo.-
(1) Section 210 (29 U.S.C. 1060) is amend-

ed by adding at the end thereof the following
new subsectiov'

"(e) In the case of a plan terminated in a
standard termination ugder section 4041( b),
all contributing sponsors and members of
their controlled groups shall be jointly and
severally liable for the minimum funding
standard established under section
302(c)(11)."

(2) Section 301(c) (29 U.S.C. 1081(c)) is
amended by adding at the end thereof the
following new sentence: "This part applies
uith respect to a single-employer plan until
the last day of the plan year in which the
plan terminates (within the meaning of sec-
tion 4041(c) or 4042) or all assets are distrib-
uted pursuant to section 4041b). ".

(3) Section 302(c) (29 U.SC. 1082(c)) is
amended by adding at the end thereof the
following new paragraph-

"f11) In the case of a plan terminated in a
standard termination under section 4041(b),
if, for any plan year ending after such termnt-
nation, the plan has insufficient assets to
pay when due all benefits payable under the
plan during the plan year, the accumulated
funding deficiency for such plan year shall
equal the greater of-

"(A) the accumulated funding deciency
determined without regard to this para-
graph, or

"(H) the amount of benefits payable under
the plan for that plan year and for prior
plan years less the sum of-

"(I) such benefits paid for that plan year
and for prior plan years, and

"(ii) the value of the plan's assets at the
end of the plan year."

(4) The last sentence of section 304(b)t1)
(29 U.SC 1084bit/1)) is amended by insert-
ing "or the plan is terminated other than in
a standard termination pursuant to section
4041(b)" after 'preceding sentence':
SEC na DISTRBSS ERIfLNA7ON OF SINGLE-EM-

PLO YER PLANS

(a) IN GaVX-ASC-Section 4041 (29 U.S.C.
1341) (as amended by sections 991 and 992
of this Act) is further amended by inserting
after subsection (b) the following new sub-
section-

"/c)(1)(A)(t) A single-employer plan may
terminate in a distress termination only if-

/1) the plan administrator files with the
corporation a notice of intent to terminate
the plan in a distress termination as of a
proposed termination date and such date is
not earlier than 10 days after the date of the
filing of such notice, and such notice in-
cludes information that the corporation
may require; and

"(II) the plan administrator receives from
the corporation a notice that the corpora-
tion has determined that one of the require-
ments described in paragraPh (2)(A) has
been met

*fti) On or before the date of the filing of
the notice the plan administrator shall-
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"'Dl notifi each plan participant that such

noticc of intent to terminate has been or
will be filed, and

"flr provide a copy of the notice of intent
to terminate to each employee organization
(within the meaning of section 3(41 of tht,
Act) representing participants under such
plan as of such date.

"(B)Wi) Such distress termination shall be
effective as of the termination date speedjed
under section 4048(a).

"Iii/ For purposes of subparagraph
(AMIii)tll, in the case of a notice of intent to
terminate under this subsection that must
be provided to jan employee organization,
the required notice shall be provided to-

"1) the person who has been designated by
the employee organization to receive notice
under the collective bargaining agreement
or the plan, or

"(II) such other person as the employee or-
ganization may designate in writing.

"2)IA) In order to terminate a plan in a
distress termination, the plan administrator
must demonstrate to the satisfaction of the
corporation that the requirements of any of
the following clauses have been met:

"(i) The contributing sponsors and the
substantial members- of their controlled
groups (if any) have each filed, or have had
filed against them, as of the termination
date, a petition seeking liquidation in a
case under title 11, United States Code (or
under any similar law of a State or political
subdivision of a State) which has not, as of
the termination date; been dismissed or con-
verted to a case under chapter 11 of such
title (or under any similar law of a State or
political subdivision of a State) in which re-
organization is sought.

"(ii)ll/ The contributing sponsors and the
substantial members of their controlled
groups (if any) have each filed, or have had
filed against them, as of the termination
date a petition seeling reorganization in a
case under title 11, United States Code totr
under any similar law of a State or political
subdivision of a State) which has not, as of
the termination date, been dismissed, and

"(I) the bankruptcy court approves the
termination.

"rii) A contributing sponsor provides to
the corporation substantial evidence that,
unless a distress termination occurs, the
contributing sponsors and the substantial
members of.such sponsors' controlled groups
(if any) will each be unable to pay their re-
spective debts when due and will be unable
to continue in business.

"(B)ti/ For purposes of this paragraph, the
term 'substantial member' means, with re-
spect to a controlled group, a person whose
assets comprise at least 5 percent of the total
assets of the controlled group.

"(it) Such term includes any member of
the controlled group who does not meet the
requirements of clause (i) but did meet such
requirements for purposes of subparagraphs
IA)(t) and tA)(ii), as of the date of the filing
of the petition referred to therein.

"(3)(A)(i) Not later than 90 days after the
date on which the corporation determines
that the requirements of one or more of the
clauses of paragraph (2)(A) have been met
tor such extended period of time as may be
provided for pursuant to subparagraph tD)),
the corporation shall make a determination
under subparagraph (B) or tC).

"(ii) The plan administrator may not dis-
tribute plan assets pursuant to the termina-
lion unless and until the plan administrator
receives a notification under subparagraph
(B).

"(B)(i) If the corporation finds under sub-
paragraph (A) th4t plan assets are sufficient
to pay when due all basic benefits under the
plan, the corporation shall notify the plan

administrator of such finding as soon as
practicable after such finding.

"iti) If a plan administrator receives a
notice under clause ti), such administrator
shall distribute the assets of the plan in ac-
cordance with section 4044 and regulations
of the corporation.

"(CtL) If the corporation finds under sub-
paragraph tA) that it is unable to determine
thLt plan assets are sufficient to pay when
due all basic benefits under the plan, the
corporation shall notify the plan adminis-
trator as soon as practicable after such find-
iug.
, (fit) I the corporation issues a notice

uinder clause if), the corporation shall iasti-
tute proceedings under section 4042.

"(iii) If a plan administrator receives a
notice under clause (I), such administrator
shall refrain from taking any action to
carry out the proposed termination under
this subsection.

"(tD(i) The 90-day period referred to in
subparagraph (A) may be extended-

"(I) by a written agreement signed by the
corporation a" the plan administrator
before the exipttton of the 90-day period, or

"(II by cotus order requested by the corpo-
ration and sued by an appropriate court
(as defined in section 4042(g)1.

"'ii) Such 90i 4'Y period may be further ex-
tended-

"(I) by subsequent written areements
signed by the corporation and the plan ad-
ministrator before the expiration of any ex-
isting extension, or

"(III by subsequent order of th court.
"tiii) Any extension of such 90gday period

may be made upon such terms and condi-
tions (including the payment of benefits) as
are agreed upon by the corporation and the
plan administrator or as are specified in the
court order.

"(4)(A) Upon the filing of a notice of
intent to termontte under paragraph /1)(A),
the plan administrator-

"Ci) shall pUy benefits attributable to em-
ployer contrift[ns other than death bene-
fits, only in' tform of an annuity, and

"tii) may not use plan assets to purchase
irrevocable commitments to provide benefits
from an insurer.

"(B) If the plan administrator knows or
has reason to know that plan assets are not
sufficient to pay when due benets ouaran-
teed under this title, the plan administrator
shall limit the payment of benefits tin ac-
cordance with regulations of the corpora-
tton) so that the amount of such payment is
equal to the sum of-

."(i) the estimated amount of benefits of
the plan which are guaranteed by the corpo-
ration, and

"(ii) the estimated amount of other bene-
fits to which plan assets are allocated under
section 4044.

"(5) If a single-employer plan has been ter-
minated under a distress termination solely
on the basis of the filing of a petition seek-
ing liquidation in a case under title 11,
United States Code (or under a similar law
of a State or a political subdivision of a
State) as provided in paragraph (2)(A)(it)
and such case is dismissed or converted to a
case under chapter 11 of such title (or under
a similar law of a State or a political subdi-
vision of a State) in which reorganization is
sought, unless the corporation determines
that such restoration is impracticable, the
distress termination shall be void and the
plan shall be restored to pretermination
status (effective as of the termination
date). ".

(b) CONFORMiNO AmrDwMEr-s.-Section
4041(e) (as redesignated by section 991ta)(2)
of this Act is amended-

tl) by striking out "subsection (a)" and
inserting in lieu thereof "this section"; and

(2) by inserting "in a standard termi7ntna-
tion" after "terminated".
SEC. 994. APPOINTMENT OF RECEIVER& CLARIFICA-

niON OF AMOLNTS DUE THE CORPORA-
TION; MEMBERSHIP OF SECTION 452
TRUSTEE ON CREDITORS COMMITTEE&

(a) APPOINTMENT OF RECEIVERS BY THE COR-
PORArTON.-Section 4004 (29 U.S.C. 1304) is
amended-

(1) by striking out the caption and insert-
ing in lieu thereof the following:

"APPOINTMENT OF RECEIVERS BY THE
CORPORATION",

(2) by striking out "described in section
4042, appoint" in the first sentence of sub-
section (a) and inserting in lieu thereof
"that-

"(11 the plan has not met the minimum
funding standard required under section 4i2
of the Internal Reueslue Code of 1954, or has
been notifed by the Secretary of the Treas-
ury that a tbtice of deficiency under Section
6212 of such Code has been mailed with re-
spect to the tax imposed under section
4971(a) of such Code,

"(2J the plan is unable to pay benefits
when due, or

"(3J the plan has been abandoned,
appoint", and

(3) by striking out subsections (e) and t).
(b) CLARIFICTnoN or AMOuNTs DuE TqrE

CoRPoRAn7oN.-Section 4042td)(1)I(B)ii) (29
U.S.C. 1342(d)il)CB)Ct{ii is amended by in-
serting before the semicolon at the end there-
of the following: ", including the collection
of such amounts from the persons obligated
to meet the requirements of section 302 of
this Act, section 412 of the Internal Revenue
Code of 1954, or the terms of the plan':

Ic) JEMBERSHIP OF SCTIIoN 4042 TRu srs
ON CREDo-RS CoNmrrrres.-Section 4042 (29
U.S.C. 1342) is further amended by adding
at the end thereof the follotoing new subsec-
tion:

"(tI)l( A trustee appointed under subsec-
tion (tb or Cc) shall have the power to serve
as a member on-

"(A) any committee of creditors in any
proceeding under title 11, United States
Code, or

"tB) any proceeding to effect a compost-
tion, extension, settlement, or assignment
with orfor the benefit of creditort

"(2) If the corporation serve as trustee
under subsection (b) or (cl, it shall be con-
sidered, for purposes of such title 11, to be a
person (within the. meaning of section
101(30) of such title 11)."'
SEC nS RESTORt7ION OF PLANS TERMINATED

UNDER STANDARD OR DISTRSS TER-
MINA TIONS.

Section 4047 (29 U.S.C. 1347) is amended
by adding at the end thereof the following
new sentence: "Under regulations which the
corporation mal prescribe with respect to
the procedure to be followed, the plan ad-
ministrator may at any time take such ac-
tions as are necessary to restore a plan
which has been terminated under section
4041 to its status before the termination,
except that no plan which has been termi-
nated. in a distress termination under sec-
tion 4041(c) may be so restored without the
prior approval of the corporation. '
SEC. & AMENDMENTS TO PRIMARY LIABILITY PRO-

VISIONS.
ta) PART 1 or SuBTrm.E D or TmTE IV.-

Subtitle D of title IV (29 U.SC. 1361 et seq.)
is amended-

(1) by amending the subtitle heading to
read as follows:
"SuvrrBi D--OBLtztoNs or THE CORPOR.A-

T70N; LIABILTY OF EmMPLOYERS AND OTHER
PERsoNs";

and
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(2) by inserting after the subtitle heading

the following:
"Part I-Obligations of the Corporation,

Primary Liability for Single-Employer
Plan Termination.':
(b) LuBnLIrI FOR DISIRES TERMINATONS

AND TERMINATIONS BY TIE CORPORAT70N.-Sec-
tion 4062 (29 U.S.C. 1362) is amended- to
read as followus
"LIABILrY TO TN CORPORATION FOR TERMINA-

TION OF SINOL-EMPLOYER PLANS UNDER A DIS-
TRSS TERMINATION OR A TERMINATION BY THE
CORPORATION

"SEC. 4062. (aJ(1) Any person who is, on
the termination date of a single-employer
plan terminated under section 4041(c) or
4042, a contributing sponsor of such plan or
a member of such sponsor's controlled group
shall incur liability as provided in this sec-
tion.

"(2) If two or more persons are liable
under this section in connection with such a
-termination and are, on the termination
date, under common control each person
shall be jointly and severally liable under
this sectton.

"(b)(1)(A) Except as provided in para-
graph (2), a person described in subsection
la) shall be liable to the corporation (with
interest calculated from the termination
date) in an amount equal to the sum of-

"(i) an amount (in cash or securities ac-
ceptable to the corporation) equal to the out-
standing balanrce (determined as of the ter-
mination date) of any accumulated funding
deficiencies (within the meaning of section
302(a)(2) of this Act and section 412(a) of
the Internal Revenue Code of 1954) of the
plan, including any amounts that would
have been due but for a waiver or an exten-
sion of an amortization period, and

"(ii) the amount of the unfunded guaran-
teed benefits under the plan (as of the termi-
nation date), determined after taking into
account the value of any amounts described
in clause (i).

Y"BI The amount of liability described in
subparagraph (A) shall be due and payable
as of the termination date of the plan.

"(C) For purposes of subparagraph (AJ(iiJ,
in determining the amount of unfunded
guaranteed benefits, the cost of administra-
tire services related to termination of the
plan (without regard to the date incurred)
shall be subtracted when computing the cur-
rent value of assets of the plan allocated to
benefits

"(D) For purposes of this paragraph, in
any case in which a waiver of the minimum
funding standards under section 303 of this
Act and section 412(d) of the Internal Reve-
nue Code of 1954 or an extension of an am-
ortization period under section 304 of this
Act and section 412(e) of such Code is re-
quested with respect to a single-employer
plan for a plan year ending on or after the
date of enactment of the Single-Employer
Pension Plan Amendments Act of 1985, and
such request has been neither granted nor
denied (as of the termination date), the
amount of the increase in the plan's accu-
mulated funding deficiency under section
302 of this Act and section 412 of such Code
which would result if the request is denied
shall be considered an increase in the plan's
accumulated funding deficiency.

"(2)(A) If the amount described in para-
graph (1)(A)(it) is greater than 30 percent of
the sum of the individual net worth of all
persons who each have a net worth greater
than zero and who are (as of the termina-
tion date) contributing sponsors of the ter-
minated plan or members of their controlled
groups, a person described in subsection (a)
shall be liable to the-corporation (in lieu of
the amount described in paragraph
(1)(A)(ii) and not to exceed, in the aggre-
gate, such amount plus interest accrued
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from the termination date) in an amount
equal to the sum of-

"(t) such 30-perent amount plus interest
accrued from the terminotion date (payable
only in cash or securities acceptable to the
corporation), and

"(t) the annual liability payments re-
quired under subparagraph (C).

"(B) For purposes of subparagraph (A), de-
terminations of net worth shall be-

"(i) made as of a day chosen by the corpo-
ration (but not more than 120 days before
the termination date), and

"(it) computed without regard to any Ii-
ability under this section.

"(C)(ftI) (D' person whose liability is
determined under this paragraph shall be
liable to the corporation, for each of the It-
ability payment years described in clause
(ii), in an amount equal to 10 percent of the
sum of the individual pretax profits of all
persons who are liable under this section in
connection with the Ptan termination, and
who have a profit, for their respective fiscal
years ending during such liability payment
year.

"(II) Notwithstanding subclause (l), the li-
ability to the corporation of any such
person under this subparagraph for any li-
ability payment year is satisfied upon re-
ceipt by the corporation of liability pay-
ments under this subparagraph for such li-
ability payment year in connection with the
same plan termination which equal, in the
aggregate, such 10-percent amount.

"(ii) The liabWVty payment years referred
to in clause it) are the 10 consecutive 1-year
periods beginning with the earlier of-

"() the first 1-year period beginning 1
year after the end of the last plan year pre-
ceding the termination date in which any
person liable under this section in connec-
tion with the plan termination earns a
pretax profit, or

"(II) the fourth 1-yer period beginning 1
year after the end of the last plan year pre-
ceding the termination date.
Notwithstanding the preceding provisions
of this subparagraph, all liability of any
person under this paragraph may be satis-
fied at any time by payment of any out-
standing balance of the total amount of li-
ability described in paragraph (1)(A)iit) to-
gether with any accrued interest.

"(D)(it) The amount of liability referrea to
in subparagraph (A)(i) shall be due and pay-
able as of the te.( natton date.

"(it) A person's liability for each annual
liability payment referred to in subpara-
graph (A)(ii) for a liability payment year
shall-

"(1) accrue as of the end of such year, and
"(1I) be paid (with interest accrued from

the end of such year) not later than 30 days
after the latest date on which any such
person files a Federal income tax return for
a fiscal year ending drting such liability
payment year.

"(E) The corporation and any person
liable under this section may agree to alter-
native arrangements for the satisfaction of
the liability for which payments are re-
quired under subparagraph (A)(it).

"(c)(1) For purposes of subsection (b)(2),
the net worth of an employer shall be-

"(A) determined on whatever basis best re-
flects, in the determination of the corpora-
tion, the current status of the employer's op-
erations and prospects at the time chosen
for determining the net worth of the employ-
er, and

"(B) increased by the amount of any
transfers of assets made by the employer de-
termined by the corporation to be improper
under the circumstances, including any
such transfers which would be inapproprt-
ate under title 11, United States Code, if the
employer were the subject of a proceeding
under such title.
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"(2)(A) For purposes of subsections (b)(2),

the term 'pretax profits' means-
"(i) except as provided in clause (ii), in

the case of any fiscal year of any person.
such person's consolidated net income (ex-
cluding any extraordinary charges to
income and including any extraordinary.
credits to income) for such fiscal year, as
shown on audited financial statements pre-
pared in accordance with generally accepted
accounting principles, or

"(it) in the case of any fiscal year of an or-
ganization described in section 501(c) of the
Internal Revenue Code of 1954, the excess of
income over expenses (as such terms are de-
fined for such organizations under generally
accepted accounting principles).

"(B) Such profits shall be calculated before
provision for or deduction of-

"(I) Federal or other income tax,
"(ii) any contribution to any single-em-

ployer plan of which such such person is a
contributing sponsor at any time during the
period beginning on the termination date
and ending with the end of such fiscal year,
and

"(iit) any amounts required to be paid for
such fiscal year under this section.

"(C) The corporation may by regulation
require such information to be filed on such
forms as may be necessary to determine the
existence and amount of such pretax profits.

"(d) If an employer ceases operations at a
facility in any location and, as a result of
such cessation of operations, more than 20
percent of the total number of the employees
of the employer who are participants under
a plan established and maintained by the
employer are separated from employment,
the employer shall be treated with respect to
that plan as if the employer were a substan-
tial employer under a plan under which
more than one employer makes contribu-
tions and the provisions of sections 4063,
4064, and 4071 shall apply."

(c) LABILrITY FOR FArLURE To SATISFY FINAL
BENrIT OBLIGATIoNS UNDER STANDARD TER-
MNrTIoNl.-Subtitle D of title IV (29 U.S.C.
1361 et seq.) is amended-

(1) by redesignating sections 4065 through
4068 (29 U.S.C. 1365 through 1368) as sec-
tions 4071 through 4074, respectively;

(2) by inserting after section 4064 (29
U.S. C. 1364) the following new section:

"LLRBILITY FOR FAILURE TO SATISFY FINAL BENE-
FIT OBLIAION UNDER STANDARD TERMINA-
TION

"SEc. 4065. If a court of competent juris-
diction determines in a civil action after the
final distribution of assets is completed pur-
suant to the closing out of a plan terminat-
ed in a standard termination under section
4041(b) that the plan has failed to discharge
when due the final benefit obligations of the
plan to any participant or beneficiary in ac-
cordance with section 4041(b)(3), and the
final benefit obligations are not fully satis-
fied by the defendant in such action, any
person who was (as of the termination date
of such plan) a contributing sponsor of the
plan or a member of such sponsor's con-
trolled group shall be liable-

"(1) to the corporation for all final benefit
obligations which the corporation guaran-
les under section 4022 in accordance with
section 4041(b)(4), and

"(2) to each participant or beneficiary for
any final benefit obligations which are not
otherwise guaranteed by the corporation,
dischaiged when due by the plan, or satis-
fied by the defendant in such action. "; and

(3) by inserting after section 4065 (as added
by clause (2)) the following: "Part 2-Admin-
istration and Enforcement".
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(d) Emcnvv DA-A -The amendments

made by this section shalt ap4* with respect
to-

(1) terminations with re epea uUk* a-
tion 4041(c) of the Employee lntret
Income Security Act of 1974 (as amended by
section 993 of thi Act); apples and

(2) terminations under section Q42a a(
such Act with respect to which proceedbp
are instituted on or after the date of t!h n-
actment of this Act
SEC rn. UABILTY 7m PARMCIPANS AN& PFI.

CUBLES LUPON A DISIOlESS ZJ!NA-
TION OR TERMINA TION BY Tg. CORPO.
RA I77O

(a) Each person who is, on the termina-
tion date of a single-employer plan trmt-
nated under section 4041(c) or 4042 a con-
tributing sponsor of such plan or a member
of such sponsors controlled group shall for
any year folowng the date of termination
in which such contributing sponsor or
member of a control group earns a pretax
profit, be liable to participants and benfici-
aries of the termina d plan fr that portion
of their final neflt ations (i any),
which are not othernoise paid by the corpo-
ration for the plak Whttabiify ev any con-
tributing sponsor member of a control
group under Wth pugrawp for any year
shall not exceed 5 peant. such person's
pretaz profiL The iatiti of any person
liable under Uthis sbsecion shall run for the
10-year period described in 4062
(b)(2)fC/(tC.

(b) Any payment mad in accordance with
this section shall be treated as a contribu-
tion under sectin 41 of the Internal
Revenue Code of lP5C as amended.
SEC Ms EFFCT OJ C APOLRA RIPiANIZ4IOM

Subtitle D of title FV uas amended by sec-
tion 996(c)ll) of ith*Ac) ir-further amended
by adding afte aection 4074 the following
nao section'

"rc' oR Ci REORGANIZAero0
"SsE. 4075. For ptsoses of hi subtitle

the folowing rules app n the cas of cer-
Lain corporate reo antiaattons

"(1) If a erson ceases to exist by reason of
a reorganization which. involves a mere
change in identity form, or place of organt-
zation, howeva r efected a succssor corpo-
ration resulting from such reorantzation
shall be treated as the person to whom this
subtitle apvlest

"(2) If a perso ceases to exist by reaso. of
liquidation into a parent corporation, the
parent corporation shall be treated as the
person to whom thts-subtitle applie&

"(3) If a person ceases to exist by reason of
a merger, consolidation or ditvision, the suc-
cessor corporation or corporation, shall be
treated as the pe n to whom this subtitle
applies.':
SEC m CONW INa C LAR¢PN TECHNICA4.

AND MISCEL4ANEOUS AidfNSLOETS
(a) CozNoxMwei AaMNDMENJS RELYANO ro

PLAN T7eRMIAISoNS-
l)' CrEoZIS ro PENSION sEnrT GUARANTrY
htios.-Sactfon 4005(b)(1)(C) (29 U.S.C.

1305 Wt(1)CD ts amended by inserting "ter,
minxaed under section 4041(c) or" after "a
plan

(2) BsrEa'D BENErtsr FOR CerTAIN 9INGLE-
EMPLOYER PLANe-Section 4005(b)(2) (29
U.S.C. 1305(b)(2)) is amended-

(A) by striking out "and" at the end of
subparagraph (C);

(B) by striking out the period at the end of
subparagraph (D) and inserting in lieu
thereo " anW'; and

(C- by avd.ing at the end thereof the follow-

"(E) to pay to participants and bineflct-
arfes the estimated amount of benefits
which are guaranteed by the corporation
under this tile and the estimated amount of

other benefits to which plan assets are allo-
cated under section 4044, under single-em-
pioyer plans which are unable to pay bene-
jis when due or which are abandoned "

(3' AhPPROVAL BY JOINr RSOLUTI7ON or RE-
OMMENDATIONS OF THE PSNSON BENgF7 OLIAR-
ANrY CORPORA T70N.-

(A) The last sentence of section 4006(a)(2)
t29 U.S.C. 1306(a)(2)) is amended by striking
out "the Congress approves such revised
schedule by a concurrent resolution" and in-
serting in lieu thereof "a joint resolution av-
proving such revised schedule is enacted"

(B) Safn 4006 a)(4l) (29 U.S.C.
1306(a)(4)) is amended by striking out "ap-
proval by the Cbnpess" and inserting in
lieu thereof "the enautment of a joint resolu-
tion"':

(C) Section 406b61(3J) (29 U.S.C. 1306
(b)(3)) is amended t by striking out "con-
current"' and iterffng in lieu therof
'ofint ' fit) by stabiing out '"at the Con-
gress favors the" ar Itrnerttin in lieu there-
of "7he"; and lW by inwrttin 'is ap-
proved" after blank space

(D) Section 4022A(f)(2)(B) (29 U.S.C.
132j2a(fl (B)) is amended p striking out
"Conres by concurrent rsolutiot" and in-
se t Ini lieu thereof "emac ent of a Jotnt
re7o ion'"

(E) Section 4022AffUl2HC) l29 U.S.C
13B/f)(2)(C)) is amende b striiWdng out
"asroved" and inserting in lIt thereof
"enacted':

(F) Section 4022A(f)(3)jl (29 U.S.C.
1322a(f)(3)(B)) is amended b&* stWing out
"Congress by a aoncurmt rvsobion" and
inserting in lieu thereof "enactment of a
joint resolutian".

(G) Tbe fwt sentence of section
4022A(f)(4,(A) M2S U.SC. 1322afl(4)(A) is
amended by Wkfing out "concurrent" and
inserting in 1 thereof 'Yotnt" .

(N) Section 4022A(ft)4)(B) (29 U.S.C.
1322a(f)(4CtB"l it amended W by striking
out "concuriW' each place it appears and
inserting in lfeuiz hreof 'Yoint'" (iti by strik-
ing out "That OA Congress favors the" and
inserting in li thereof "The"; and (tiii) by
inserting "is approved" after the blank
spacc

(I) Section '4022A/g)(4)A)(iIt (29 U.SC.
1322afg)(4LA)(itt) is amended J by striking
out "concurrent" and inserting in leu thereof
'Joint" and it) by strkitng out"adopted"and
inserting in lieu thereof "enaatd

(') Section 4022A(g)(4)(J) (29 U.S.C.
1322a(g)4J)(B)) is amended (/) by striking
out "That the Congress disapproves the"
and intserig in lieu therof "Th'; and (t
by insertith 'Is disapproved" after the blank
space

(4) BzNzs NOT OU'AnSNxZD a UNDR 91ND-
ARD 7XBJ0T7ON.-Subsections (aJ and (b) of
section 402Z (29 U.S.C. 1322) are amended
by inserting "under section 4041(c) or 4042"
after "termnates" each place it appears

(5) APPrInCBzPmN or ASSET ALLOCATIO N
RULBE.-Section 4044 (29 U.S.C 1344) is
amended-

(A) by inserting "under section 4041(c) or
4042, or in the case of the closing out of a
plan under section 4041(b)ft' agTer "Single
employer defined benefit plan" n the matter
preceding paragraph (1) of subsction (a);

(B) in the first sentence of subsecn (c)-
(i) by striking out "the later of (I)'
(ti) by striking out "or (2)1" and inserting

in lieu thereof "and ending on"' and
(tit) by insertg- "under section 4041(c) or

4042" after "e trrminated"; and
(C) by inserting "under section 4041(c) or

4042" after 'fs terminated" in the second
sentence of subsection (c.

(6) TER.agTom n rT.-Section 4048(a) (29
U.S C. 13J9)) is amended-

(A) by redesignating paragraphs (1)
through (31 as paragraphs (/ through (4/,
respective-

(B) by inserting before paragraph (2) (as
redesignated) the following new paragraph:

"(1) in the case of a plan terminated in a
standard termination in accordance with
the provisions of section 4041(b), the date
specified in the notice of intent to termnni-
nate,";

(C) in paragraph (2) (as redesignated)-
(t) by inserting 'in a distress terminra-

tion" after "terminated'; and
(it) by striking out "section 404" ana in-

serting in lieu thereof "section 4041(e)"; and
(D) by striking out "in accordance with

the provisi of eiter section" in para-
graph (4) (as redsnated) and insndtin in
lieu thereof "under section 4a * cm 4Jt2*.

(7) ADDoONAL AMxNDEs roT. L~DunIY
PRDO SLON5.-

(A) Section 4063(c) (29 U,C. 1363()J ts
amended-

(t) by inserting r section 4I041(c) or
4042" after d"term date" in paragraph ();
and

t(i) by inserting "under section l041(c) or
4042" after termie' n the m er we-
Ceding subparagraph (A) of parar* W3.M

(B) Section 4064(a (29 U.SC. 1364(0.) is
amended by nserting- "under section 04I1fc)
or 4042" after "termninae :

(C) Section 4073 (as 4esignated by, see-
tion 9981c1 ) of this Act) is amended-

(i) by insertng '" contributing sponsors,
and members of sueh sponsors' controaled
group .after "employers':; and

(t) by inserting "of amounta of liability to
the corporation accruing as of the tennrmna-
tton date'afd r "deerrepayment';

(D)ti) Section 4074 (as rdesignated by sec-
tion 996(2(n1 of tW Act) is amended-

(I) in subsection (a), (ra), by striking out
"employers" t first place it appears and
inserting in lieu thereof "person"; (bb) by
strikitg out "neglect or refse" and insert-
ing in lieu thero "neglects or refuses" and
ce) by striking out "employer or emplyers"

and inserting in lieu thereof "person'"
(IT) by striking out "employer" in subsec-

tion (d)(1) and insertig in lieu ttereof
"liable person";

(III) by striking out "employer" each place
it appears in subsection (d)(2J and inserting
in lieu thereof 'lable person"' and

(IV) by striking out "emploer or employ-
ers" in subsection te) and inserting in lieu
thereof 'iable person'"

(it) Paragraph () of section 4074(c) (as re-
designated by section 996(c)(1) of this Act) is
amended to read as follow&'

"(1)(A) Except as otherwise provided
under this sectton, the priority of a Lien im-
posed under rubsection a) shall be deter-
mined in the same manner as under section
6323 of the Intmrnal Revenue Code of 1954
with respect to liens thereunder.

"(B) For purposes of this section, section
6323 of such Code s be applied by substi-
tuting-

"(i) 'lien mposed by section 4074 of the
Employee Retirement Income Security Act
of 1974' for 'lien imposed by section 6321'
each place it appears in subsections (a)A b),
(c)()l, (c)l(4)(B, d, (e), and (h)(5),

"(ii) 'the Pension Benefit Guaranty Cer-
poration' for 'the Secretary' in subsections
(a) and (b)(9)(C),

"(titt 'the payment of the amount on
which the lien is based'for 'the collection of
any tax under this title' In subsection (b)3J,

"(iv) 'the person whose property is subject
to the lien'for 'the taxpayer'in subsections
(b)(8) (c)(2(A)) (the first place it ap-
pears), (c)(2)(A)I(), (c)(2)B), (cI(4JUB), and
(c)(4)(C) (in the matter preceding clause
(I)),

"iv) 'such person'for 'the taxpayer' in sub-
sections (c)(2)1(A)t) (th second place it ap-
pears) and (c)(4)(C)(t),
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"(vi) 'payment of the loan value is made

to the corporation'for 'satisfaction of a levy
pursuant to section 6332(b)' in subsection
(b)t9)(C),

"(vii) 'section 4074 lien'for 'tax lien' each
place it appears in subsections (c)(1),
(c)(2)(A), (c)(2)(B), (c)(3)(B)ftii), (c)(4)(B,
(d), and (h)(5),

"(viii) 'the date on which the lien is first
filed' for 'the date of the assessment of the
tax' in subsection (g)(3)(A), and

"(ix) 'if the lien arising under section
4075(a) of the Employee Retirement Income
Security Act of 1974 is first filed before Jan-
uary 1, 1986, the first required refiling
period shall be the calendar year 1991'for 'if
the assessment of the tax was made before
January 1, 1962, the first required filing
period shall be the calendar year 1967' in
subsection (g)(4).':

(b) ADDITIONAL AMENDMENTS.--
(1) Section 3 (29 U.S.C. 1002) is amended

by adding at the end thereof the following
new paragraph.

"(41) The term 'single-employer plan'
means any pension plan which is not a mul-
tiemplover planr ".

(2) Part t4) of subtitle B of title I is
amended by inserting after section 413 (29
U.S.C. 1113) the following new section'

"LIMITATIN ON DEPARrmENT OF LABOR
REO ULATIONS

"SEC. 413A. (a(ll) Except as a defense, no
regulation issued pursuant to the Depart-
ment of Labor's proposed regulation defin-
ing 'plan assets'for purposes of this Act (50
Fed. Reg. 961, January 8, 1985. as modified
by 50 Fed. Reg 6361, February 15, 1985) shall
apply to any assets of a real estate entity in
which a plan subject to this Act invests if-

"(A) interests in the entity are first offered
to plans subject to this Act on or before a
date 120 days after the date of the Depart-
ment of Labor's publication of such final
regulation;

"(B) no plan acquires an interest in the
entity at any time on or after a date 270
days after the date of publication of such
final regulation (except pursuant to a con-
tract binding on the plan entered into before
the expiration of such 270-day period, and

"IC) every interest in the entity acquired
by a plan before the expiration of such 270-
day period is a security which is held by 100
or more persons, freely transferable and part
of a class of securities that is registered
under the Securities Act of 1933 (15 U.S.C.
77a et seq.) and the Securities and Exchange
Act of 1934 (15 U.S.C. 78a et seq.) (or a class
of securities that is registered under the Se-
curities Act of 1933 and which subsequently
is registered under the Securities and Ex-
change Act of 1934 as soon as practicable
after the issuance of such securities).

"t2) No asset of any entity described in
paragraph (1) shall be treated as an asset
of any plan for any purpose under this Act if
the assets of such entity would not have
been assets of such plan under the provi-
sions of Interpretive Bulletin 75-2 (29 C.F.R.
12509.75-2) or under the provisions of the
regulations proposed by the Department of
Labor and Published-

"(A) on August 28, 1979, at 44 Fed. Reg.
50363,

"(B) on June 6, 1980, at 45 Fed Reg. 38084,
"(C) on January 8, 1985, at 50 Fed. Reg.

961, or
"(D) on February 15, 1985, at 50 Fed. Reg.

6361,
without regard to any limitation of any ef-
fective date proposed therein.

"(b) For purposes of this section-
"(1) The term 'real estate entity' means an

entity which is-
"(A) registered with the Securities and Ex-

change Commission,

- "(B) is owned by more than 100 investors,
and;

"(C) at least 75 percent of the value of net
assets available for investment consists of
direct or indirect ownership of 'real estate
assets' or 'interests in real property' at any
time within two years of the closing of its of-
fering period.

"(2) The term 'real estate assets' means-
"(A) real property (including interests in

real property and interests in mortgages on
real property); or

"(B) shares (or transferable certificates of
beneficial interest) in other real estate enti-
ties.

"(3) The term "interests in real property'
includes- -

"(A) direct or indiluW fee ownership and
co-ownership and mortgages of land or im-
provements thereon,'

"(B) leaseholds of land or improvements
thereon,'

"(C) options to acquire land or improve-
meents thereon and

"(D) options to acquire leaseholds of land
or improvements thereon,
but it does ot include mineral, oil, and gas
royalty iner -

"tc) Nothin[ this section shall limit the
authority of the Department of Labor to
issue regulations or otherwise interpret sec-'
tion 3(21) of this Act ".

(3) Section 105 (29 U.S.C. 1025) is amend-
ed by adding at the end thereof the following
new subsection'

"(e) In the case of a standard termination
of a single employerd4efined benefit plan, at
the same time as tOewqn administrator no-
tifies any participanL beneficiary of the
benefits to which such'rtticipant or benefi-
ciary is entitled upon such termination, the
plan administrator shall notify the partici-
pant or beneficiary of the information that
was used in computing the amount of such
benefits, including-

"(1) the'lngth of service,
"(2) the age of the participant or benefici-

ary,
"(3) wages, aid
"(41 such other information as the corpo-

ration may require.':
(4) The first sentence of section 4003(f) (29

U.S.C. 1303(f)) is amended by striking out
"employee" and inserting in lieu thereof
"employer"t

(5) Section 4005 (29 U.S.C. 1305) is amend-
ed by adding at the end thereof the following
new subsection.

"(g) Any stock issu6&y a person liable to
the corporation under this title which is
paid to the corporation by such person in
satisfaction of such person's liability under
this title may be voted only by the corpora-
tion's custodial trustees or outside money
managers ':

(6) The seond sentence of section
4022(b)(7) (29 U.S.C. 1322(b)(7)) is amended
by striking out 'following" and inserting in
lieu thereof "beginning with":

(7) Section 4042(d)(3) (29 U.S.C.
1342(d)(3)) is amended by striking out
"same duties as a trustee appointed under
section 47 of the Bankruptcy Act" and in-
serting in lieu thereof "same duties as those
of a trustee under seaofon 704 of title 11,
United States Code"'

(8) Section 4044(a)(4) (29 U.S.C.
1344(a)4)) is amended-

(A) by striking out "section 4022(b)(5)" in
subparagraph (A) and inserting in lieu
thereof "section 4022B(a)", and

(B) by striking out "section 4022(b)(6)" in
subparagraph tB) and inserting in lieu
thereof "section 4022(b)(5)':

(9) Paragraph (2) of section 4074(c) (as re-
designated by section 996(c)(1) of this Act) is
amended to read as follows:

"(2)(A)(i) In any case subject to title 11,
United States Code, any lien imposed under

this section and perfected shall be treated as
securing an allowed claim under section 506
of such title, subject only to the limitations
imposed by section 6323 of the Internal Rev-
enue Code of 1954.

"(ii) The lien and perfecton of the lien
shall be treated as a fieing of a statutory
lien that is not avoidable under section 545
of title 11, United States Code.

"(B) Any claim for the amount of liability
under sections 4062, 4063, or 4064 (including
interest) for which a lien has not been per-
fected shall be treated in the same manner
as a claim for a tax on income having prior-
ity under section 503(b)tl)(B) or section
507(a)(7) of title 11, United States Code.

"(C) For purposes of section 3713 of title
31, United States Code-

"(I) any claim for the amount of liability
under sections 4062, 4063, or 4064 (including
interest) shall be treated in the same manner
as a claim of the United States, and,

"(Ii) any lien imposed under this section
shall be treated in the same manner as a
lien securing a claim of the United States.:

(10) Section 4074(e) (as redesignated by
section 996(c)(1) of this Act) is amended by
striking out ", with the consent of the board
of directors,':
SEC MNA. AMENDMENhS TO THE TABLE OF CON-

TEATS OF ERISA.
The table of contents in the first section is

amended-
(1) by inserting after the item relating to

section 413 the following new item.'

"Sec. 413A. Limitation on Department of
Labor regulations. '

(21 by striking out the item relating to sec-
tion 4004 and inserting in lieu thereof the
following new item.

"Sec. 4004. Appointment of receivers by the
corporation '"

and
(3) by striking out the items relating to

subtitle D of title IV and inserting in, lieu
thereof the following new items:-

"Subtitle D-Obligations of the Corporation,
Liability of Employers and Other Persons

"PART I-OsBLGA7TON OF THE CoRPORATION;
PRitMAY LL4BILTrY OR SINOLE-EMPLOYER
PL4N TERmINATION

"Sec. 4061. Amount payable by the corpora-
tion.

"Sec. 4062. Liability to the corporation for
termination of single-employer
plans under a distress termina-
tion or a termination by the
corporation

"Sec. 4063. Liability of substantial employ-
erfor withdrawal

"Sec. 4064. Liability of employers on termi-
nation of plan maintained by
more than one employer.

"Sec. 4065. Liability for failure to satisfy
final benefit obligation under
standard termination.

"PART 2-ADMINISTRSTON AND ENrORCEMENT
"Sec. 4071. Annual report of plan adminis-

trator.
"Sec. 4072. Annual notification to substan-

tial employers
"Sec. 4073. Recovery of employer liability

for plan termination
"Sec 4074. Lien for liability of employer.
"Sec 4075 Effect of corporate reorganiza-

tion. ':"
SEC CB. EFFECTIE DATE

Except as otherwise provided in this title,
this part and the amendments made by this
part shall become effective on the date of the
enactment of this Act
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SEC. MC. SMJDIE

(a/(1l As soon as practicable after tfdalte
of enactment of this Act, the SweuLtr of
Labor shall conduct a study of terminatns
to which section 4044(d) applies

(2) No later than February 1, 1986, the Sec-
retary shall submit a report on the studa
conducted under paragraph (11, toUeer
with any recommendattons for stattory
changes, to the chairmen of the Commrttee
on Ways and Means of the House of Xgore-
sentatives and the Committee on Labor and
Human Resources and the Committee n.rFi-
nance of the Senate

(b)(1) As soon as practicable after the date
of enactment of this Act, the Pension Benefit
Guaranty, Corporaton shall conduct a
study on the purchse- of insurance con-
tracts from an insurer ti satisfaction of all
final benefit oblitgatios under title IV.

(2) No later than one year after the date of
enactment of this Ac, the Pension Benefit
Guaranty Corporation shall submit a report
on the study conductd under paragraph (1)
to the chairman of the Committee on Educa-
tion and Labor and tMe Committee on Ways
and Means of the House of Representatives
and the Committec on Labor and Human
Resources and the Committee on Finance of
the Senate

TITLE X--COMMITTEE ON SMALL
BUSINESS

TABLE OF SECTIONS
Sec. 1001. Small Business Administration

program levels
Sec. 1002. Business lending reforms.
Sec. 1003. Guarantee fee.
Sec. 1004. Program guarantee authority.
Sec. 1005. Disaster lending reforms.
Sec. 1006. Federal Financing Bank pur-

chase of guaranteed obliga-
tions.

Sec 1007 Surety guarantees.
Sec. 1008. Eligibility of small businesses

owned by Indian tribes.
Sec. 1009. Size standard for agricultural en-

terprises.
Sec 1010. Formation of Veterans Business

Resource Councils
SMALL BUSINSS ADMINSrrTrTON PROGRM

LEVEMB

Sec. 1001, Section 20 of the Small Business
Act is amended-

(1) by adding at the end thereof the follow-
Ing new subsections:

"(u) The following program levels are au-
thorized for fiscal year 1986:

"(1) For the programs authorized by sec-
tion 7(a) of this Act, the Administration is
authorized to make $35,000,000 in direct
and immediate participation loans; and of
such sums, the Administration is authorized
to make $15,000,000 in loans as provided in
paragraph (10), and $20,000,000 in loans to
be made only to disabled veterans, and vet-
erans of the Vietnam era, as defined In sec-
tion 1841, title 38, United States Code, under
the general terms and conditions of title III
of Public Law 97-72.

"(2) For the programs authorized by sec-
tion 7(a) of this Act and section 503 of the
Small Business Investment Act of 1958, the
Administration is authorized to make
$2,930,000,000 in deferred participation
loans and guarantees of debentures; and of
such sum, the Administratfon is authorized
to make $5,000,000' tin loans as provided in
paragraph (101, $60,000.000 in loans as pro-
rvided in paragraph (11), $15,000,000 in
loans as provided in paragraph (12), and
$200.000;000 in loans as provided in para-
graph (13) and guarantees and debentures
as provided in section 503.

"(3) For the programs authorized by title
III of the Small Business Investment Act of
1958, the Administration is authorized to.
make $41,000,000 in direct purchams of de-

bentures and preferred securities and to
make $250.000,000 in guarantees of deban
tures.

"(4) For the programs authorized by part
B of title IV of the Small Busines Invest-
ment Act of 1958, the Administration is au-
thorized to enter into guarantees not to
exceed $1,115,000.000.

"15) For the programs authortzed in sec-
tions 404 and 405 of the Small Business In-
vestment Act of 1958, the Administraton is
authorized to enter Into guarantees ot, to
exceed $150,000,000.

"(6) There are hereby authorized to be ap-
propriated such sums as may be necessary
and appropriate for the carrying out of the
provisions and purposes, including admin-
istrative expense of sections 7(b)(1) and
7(b)(2) of this Act, and there are authorized
to be transferred from the disaster loan re-
volving funds such sums as nm be neces-
sary and appropriate for such administra-
tive expenses.

"(v) There are authorized to be approprt-
ated to the Administration fa* fiscal year
1986, $534,000,000. Of such suam $2, 000, 000
shall be available for carrying #* the pro-
grams referred to in subsect#im is., para-
graphs (1) tamugh (3); $12,000 j0 shall be
available for the purpose of carryino out the
provislont f section 412 of the Small Bue
ness Investrfent Act of 1958; and
$210,00,000 Mzall be available for salaries
and expenses the Administration.

"(w) The following program levels are au-
thortzeit frfscal year 1987:

"(1) Foe'*e programs authorized by sec-
tton 7(a)' v Ws Act, the Administration is
authorized i make $35.000,000 in direct
and immedi_ participation loans; and of
such sum,. t-Administratio n is authorized
to make $25,000,000 in loans as provtied in
paragraph (10), and $20,000,000 in loans to
be made only to disabled veterans, and vet-
erans of the Vietnam era, as difned in sec-
tion 1841, title 38, United StaJ4 Code, under
the gneral terms and conditios of title III
of Public Law 97-72.

"(2) For the programs authoviesl by sec-
tion 7(a) of this Act and section 503 of the
Small Business Investment Act of 1958, the
Administration is authorized to make
$3,050,000,000 in deferred participation
loans and guarardees of debentures' and of
such sum, the Administration is authorized
to make $5,000,000 in loans as provided in
paragraph (10, $6,000,000 in loans as pro-
vided in paragraph (11),' 16,000,000 in
loans as vprotded in paragraph (12), and
$200,000,000 in loans as provided in para-
graph (13) and guarantees of debentures as
provided in section 503.

"(3) For the programs authorized by title
III of the Small Business Investment Act of
1958, the Administration is authorized to
make $41,000,000 in direct purchases of de-
bentures and preferred securities and to
make $261,000,000 in guarantees of deben-
tures.

"(4) For the programs authorized by part
B of title IV of the Small Business Invest-
ment Act of 1958, the Administration is au-
thorized to enter into guarantees not to
exceed $1,164100,000.

"(5) For the programs authorized in sec-
tions 404 and, 405 of the Small Business In-
vestment Act of 1958, the Administration is
authorized to enter into guarantees not to
exceed *157,000,000.

"(6) There are hereby authortaed to be ap-
propriated such sums as may be necessary
and appropriate for the carrying out of the
provisions and purposes, including admin-
tstrative expenses, of sections 7(b)(1) and
7(b)(2) of this Aet, and there are authorized
to be transferred from the disaster loan re-
volting funds such sums as may be neees-
sary and appropriate for such administra-
tive epenses.

"(x) There are authoritzed to be appropri-
ated to the Administration for fiscal year
1987, $561,000,000. Of ruch sum $331,000,000
shall be available for carrying out the pro-
grams referred to in subsection (wI, para-
graphs (1) through (3); $16,000,000 shall be
available for the purpose of carrying out the
provisions of section 412 of the Small Busi-
ness Inneatment Act of 1958; and
8214.004004 sall be available for salaries
and expenses o the Administration.

"(y) The folowoin program levels are au-
thorized for f4aL year 1988:

"(1) For the poasmms authorized in sec-
tion 7(a) of this Act, the Administration is
authorized to maka $S6,000,000 in dArcot
and immediate participation loans; and of
such sum, the Administration is authorized
to make $15,000G000 in loans as provided in
paragraph (10), and $20,000,000 in loans to
be made only to diseabed veterans, and vet-
erans of the Vietnam era, as defined in sec-
tion 1841, title 38, United States Code under
the general terms and conditions of title III
of Public Law 97- 72.

"(2) For the programs authorized by sec-
tion 7(a) of this Act and section 503 of the
Small Business Investment Act of 1958, the
Administration is authorized to make
$3,169,000,000 in deferred participation
loans and guarantees of debentures; and of
such sum, the Administration is authorized
to make $6,00000 in loaus as provided in
paragraph (10), $65,000000 in loans as pro-
vided in paragraph (11), $16,000,000 in
loans as provided in paragraph (12), and
$200,000,000 in loans as provided in para-
graph (13) and guarantees of debentures as
provided in section 503.

"(3) For the program. authoriaed by title
III of the Small Business Investment Act of
1958, the Administration is authorized to
make $41,000,000 in direct purchases of de-
bentures and preferred securities and to
make $272,000,000 in guarantees of deben-
tures.

"(4) For the programs authorized by part
B of title IV of the Small Business Invest-
ment Act of 1958. the Administration is au-
thorized to enter into guarantees not to
exceed $1,213,000000.

"(5) For the programs authorized in sec-
ttons 404 and 405 of the Small Business In-
vestment Act of 1958, the Administration is
authorized to enter into guarantees not to
exceed $163,000,000.

"(6) There are hereby authorized to be ap-
propriated such sums as may be necessary
and appropriate for the carrying out of the
provisions and purposes, including admin-
istrative expenses, of sections 7(b)(1) and
7(b)(2) of this AcLt and there are authorized
to be transferred from the disaster loan re-
volving funds such sums as may be neces-
sary and appropriate for such administra-
tive expenses.

"(z) There are authorized to be approprti-
ated to the Administration for fiscal year
1988, $566,000,000. Of such sum $333,000,000
shall be available for carrying out the pro-
grams referred to in subsection (y), para-
graphs (1) through (3); $15,000,000 shall be
available for the purpose of carrying out the
provisions of section 412 of the Small Busi-
ness Investment Act of 1958; and
*218,000,000 shall be available for salaries
and expenses of the Administration.";

(2) in subsection (t), as added by section
302 of Public Law 98-270-

(A) by inserting "(1)" after "(t)";
(B) by striking out "each of fiscal years

1985 and 1986," and inserting in lieu thereof
'flscal year 1985 " and

(C) by striking out "for each of such
years"; and

(3) in subsection (t), as added by section 3
of Public Law 98-395-
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(A) by striking out "(1)", "2)",': and "(3)"

and inserting in lieu thereof "(A)" "(B)",
and "(C)" respectively; and

(B) by striking out "(t)" and inserting in
lieu thereof "(2)".

BUSINESS LENDING IRFORYS
SEc. 1002. Section 7(aJ of the Small Busi-

ness Act is amended by striking out "90"
each place it appears and inserting in lieu
thereof "80".

GUARANTEE FEE

SEc. 1003. Section 7(a) of the Small Busi-
ness Act is amended by adding at the end
thereof the following:

"(16) The Administration shall collect a
guarantee fee equal to 2 per centum of the
amount of the deferred participation share
of any loan under this subsection other than
a loan repayable in one year or less or a
loan under paragraph (13). The fee shall be
payable by the participating lending institu-
tion and may be charged to the borrower.".

PROGRAM UARANTEE A UTHORITY
SEc 1004. Section 20(a) of the Small Busi-

ness Act is amended-
(1) by inserting "1)" after "SEsc. 20. (a)'"

and
(2) by adding at the end thereof the follow-

ing:
"(2) Notwithstanding any other provision

of lamw the Administration shall enter into
commitments to guarantee loans, deben.
tures payment of rentals or other amounts
due under qualified contracts and other
types of fnancial assistance and enter into
commitments to guarantee sureties against
loss pursuant to programs under this Act
and the Small Business Investment Act of

-1958, in the full amounts provided by law
subject only to (A) the availability of quali-
fied applications for such guarantees and
(B) limitations contained in appropriations
Acts. Nothing in this paragraph authorises
the Administration to reduce or limits its
authority to enter into commitments for
such guarantees to qualified applicants.".

DISAsrER LENDING REIORMS
SEc 1005. (a) Section 7(b) of the Small

Business Act is amended-
(1) by'striking out "The" after "(b)" and

inserting in lieu thereof "Except as to agri-
cultural enterprises as defined in section
18(b)(1) ofthisAct the";

(2) by striking out the semicolon at the
end of paragraph (2) and inserting in lieu
thereof a period and

(3) by striking out paragraphs (3) and (4).
lb) Section 7(c)(4) of such Act is amended

by striking out the last two sentences.
(c) Section 18(a) of such Act is amended

by striking out all that follows "Federal
Government" and inserting in lieu thereof a
period.

FEDERAL FINANCING BANK PURCHASE OF
GUARANTEED OBLIATIONS

SEc. 1006. (a) Title III of the Small Busi-
ness Investment Act of 1958 is amended by
adding at the end thereof the following new
section.

"GUARANTEED OBLrATIONS NOT ELIGILs FOR
PURCHASE BY FEDERAL FINANCING BANK

"SEc. 320. Nothing in any provision of law
shall be construed to authorize the Federal
Financing Bank to acquire after September
30, 1985-

"(1) any obligation the payment of printi-
pal or interest on which has at any time
been guaranteed in whole or in part under
this title

"(2) any obligation which is an interest in
any obligation described in paragraph (1),
or

"(3) any obligation which is secured by, or
substantially all of the value of which is at-
tributable to, any obligation described in
paragraph (1) or (2). ':"

(b) The table of sections for such title III is
amended by adding at the end thereof the
following new item.

"Sec. 320. Guaranteed obligations not eligi-
ble for purchase by Federal Fi-
nancing Bank ".
SURETY GUARANTEES

SEc. 1007. (a) Section 411t(a of the Small
Business Iunvrment Act of 1958 (15 U.S.C.
694b(a)) 4 amended by striking out
'$1.000,0m d~ inserting in lieu thereof
"$1,500,000.,

lb) Section 411 e)(2) of such Act is amend-
ed by striking out "$1,000,000" and inserting
in lieu threof "51,500,00':

ErGIBILIrrY or SMALC BUSINSSEs OWNED BY
INDIANh RL]S

SEC. 1008. (a) Secka .9te)(l)(C) of the
Small Business Act (15 US.C. 631(e)(2)(C))
is amended by inse% "Indian tribes,"
after "Native Amercans, ':

ib) Paragraph (4) of section 8(a) of the
Small Business Act (15 U.S.C. 637(a)) is
amended to rad as follows.

"'4)(A) For purposes of this section, the
term 'socially and economically dadvan-
taged smaU business concern' means any
small business concern Wich meets the re-
quirements of subparagraph (B) and-

"(ii which is atst 51 per centym owned
by-

"(I) one or more socially and economically
disadvantaged individuals or

"(I[) an economically disadvantaged
Indian tribe or

"(ii) in the case of any publicly owned
business, at least 51 per centum of the stock
of which is ownumed by-

"(I) one or more soctidr economically
disadvantaged indtividk or

"(IIl an economically disadvantaged
Indian tribe.

"(B) A mnaU business concern meets the
requirenents of this subparagraph if the
management and daily bustiness operations
of such small business concern are con-
trolled by-.ose or more-

"(t) sociat sand economically disadvan-
taged indiviftW described in subpara-
graph (A)(i)(I) oipaagraph WA)(ii)(I), or

"(ii) members of the economically disad-
vantaged Indian tribe described in subpara-
graph (A)(i)(II) or subparagraph
(A)(tii)(1). ':

(c) Paragraph (6) of section 8(a) of the
Small Business Act (15 U.S.C. 637(a)) is
amended by adding at the end thereof the
following new sentence:' h determining the
economic disadvantage of an Indian tribe
the Administration shall consider, where
available, information such as the follow-
ing: the per capita income of members of the
tribe excluding Judgment awards, the per-
centage of the local Indian population
below the poverty level and the tribe's
access to capital markets ".

(d) Subsection (a) of section 8 of the Small
Business Act (rS U.S.C. 637) is amended by
adding at the end'thereof the following new
paragraph:

"(13) For purposes of this subsection, the
term 'Indian tribe' means an7 Indian tribe
band, nation, or other organized group or
community of Indians including any
Alaska Native village or regional or village
corporation (within the meaning of the
Alaska Native Claims Settlement Act)
which-

"(A) is recognized as eligible for the spe-
cial programs and services provided by the
United Statss to Indians because of their
status ar WI ilsr

"(BJ i res ad as such by the State in
which suz o. ' band, nation group, or
communitj1=e .":

SIZE STAAURD FOR AGrECLTURAL, E7SrRPSrES

SEC. 1009. Not later than ten days after the
date of enactment of *i ,ct, tMe Adminis-
trator of the Small Buainem Administration
shall issue a regulation setting the annual
receipts size standard under section 3(a) of
the Small Business Act for agricultural en-
terprses, as defined in section 18(b) of such
Act (other than beef cdtUe feedlot operators
and chicken egg producers), at $500,000. The
standard established under the preceding
sentence shall be deemed to have taken effect
on June 21, 1985.

FOROMATON OF VETERANS BUSINESS RESOURCE
COUNCILS

SEC 1010. (a) The Congress fnds that-
(1) Veterans Business Resource Councils

have ben established in the following ten
States' California Ohio, Texas, Newo York,
Massachusetts, Indiana, Louisiana, Mary-
land, Minnesoto, and Missouril

(2) the concept of Veterans Business Re-
source Councils to establish networks of vet-
erans with business experience assisting
fellow veterans seeking to establish small
businesses merits serious consideration, and

(3) the majority of our Nation's Vietnam
era veterans fall within the thirty-five to
forty-five-year old age range In which most
people decide to enter into small business
ouwnrship.

(b) Therefore the Congress urges the Small
Business Admintstration-

(1) to evaluate the effectiveness of the Vet-
erans Business Resource Councils which are
currently operating and to recommend im-
provements in their operations,

(2) to develop guidelines to assist in the es-
tablishment of Veterans Business Resource
Councils; and

(3) to work wiith the remaining States and
any interested organizations to encourage
the establishment of Veterans Business Re-
source Councils in those States.
TITLE XI-COMMITTEE ON VETERANS'

AFFAIRS
PART A--ENTIEBN'Srs AND ELiOGIILMTES FOR

HEAL7T CARm POM rim VTERANS' ADYINIS-
TRATION

EN7TITEMENT AND SLIGOIILrTY FOR HOSPITAL
CRA

SEC. 1101. Section 610(a) is amended by
striking out "(ca" and all that follows
through "care;" at the end of clause (1)(B)
and inserting in lieu therof the following:

"(al(IM)A)(i) Except as provided in divi-
sion (it) of this subparagraph, the Adminis-
trator, through Veterans' Administration fa-
cilities or through non-Veterans' Adminis-
tration facilities to the extent authorized in
section 603 of t title, shall furnish such
hospital care as the Administrator deter-
mines to be reasonably necessary for-

"(I) a veteran for a disability rated as
service connected, and

"(II) any disability of a veteran who has a
servioe-connected disability rated at 50 per-
cent or mor.

"/it) In the case of a veteran ho is under
incarceration, the Administrator (I) may
decide not to furnish care under division (i)
of this subparagraph in a Veterans' Admin-
istration facility if the Administrator deter-
mines that to do so would not be feasible in
terms of the security necessary in connec-
tion with the custody of the veteran or the
safety of other individuals recetving care in
such facility, and (II) may furnish care
under such division in a non-Veterans' Ad-
ministration facility (as authorized in sec-
tion 603 of this title).

"(B) The Administrator, through Veterans'
Administration facilities or through non-
Veterans' Administration facilities to the
extent authorized in section 603 of this title
may furnish such hospital care as the Ad-
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ministrator determines to be reasonably
necessary for-

"(i)t1) a non-service-connected 4isability
of a veteran who has a sertice-connected
disability rated at less than 50 percent, -

"(II) a veteran who, but for the receipt of
retired pay, would be entitled to disability
compensation,;

"(III) a veteran who is entitled to disabil-
ity compensation pursuant to section 351 of
this title or, but for a suspension purtuant
to such section, would be entitled to disabil-
ity compensation, but only to the extent that
such veteran's continuing eligibility for
such care is not limited in the Judgment or
settlement described in such section, and

"(IV) a veteran whose discharge or release
from active military, naval, or air service
was for a disability incurred or aggravated
in line of duty;

"(it) a veteran who is a former prisoner of
war;

"(iii) a veteran exposed to a toxic sub-
stance or radiation, as provided in subsec-
tion (e) of this section,

"(iv) a veteran. of the Spanish-American
War, Mexican border period, or World War
I; and

"(vt a non-service-connected disability of
a veteran who is unable to defray the ex-
penses of necessary care.

"(C) The Administrator, through Veterans'
Administration facilities or through non-
Veterans' Administration facilities to the
extent authorized in section 603 of this title,
may (to the extent facilities and resources
are otherwise available and subject to sub-
paragraph (DI of this paragraph) furnish
such hospital care as the Administrator de-
termines to be reasonably necessary for a
non-service-connected disability of a veter-
an who agrees to make payment to the
United States under section 612B of this
title in connection with such care.

"(D) The Administrator may prescribe reg-
ulationa under which a veteran having an
annual income above an amount specified
in such regulations or an estate with a
corpus above an amount specified in such
regulations, would not be eligible for care
under subparagraph (tC of this paragraph.
For the purpose of this subparagraph, the
Administrator shall determine annual
income in accordance with section 503 of
this title and shall count as income of the
veteran fny income of a veteran's family
member that would be taken into account
under section 521(c) of this titl "

KENL7TL MENT AND ELIGIBILITY FOR NURSING
HOME CARE

SEc 1102. Section 610(a) is further amend-
ed by striking out "(2)" and all that follows
and inserting in lieu thereof the following:

"(2)(A) The Administrator, through Veter-
ans' Administration facilities or as provided
in section 620 of this title, shall furnish such
nursing home care as the Administrator de-
termines to be reasonably necessary to a vet-
eran for a service-connected disability.

"(B) The Administrator, through Veterans'
Administration facilities or as provided in
section 620 of this title; may furnish such
nursing home care as the Administrator de-
termines to be reasonably necessary to any
veteran eligible for hospital care under sub-
paragraphs (A) and (B) of paragraph (1) of
this subsection for any disability other than
a service-connected disability.

"t(C The Administrator, through Veterans'
Administration facilities or as provided in
section 620 of this title, may (to the extent
facilities and resources are otherwise avail-
able and subject to subparagraph (D) of this
paragraph) furnish such nursing home care
as the Administrator determines to be rea-
sonably necessary for a veteran eligible for
hospital care under subparagraph (C) of

paragraph 1) of this subsection who agrees
to make payment to the United States under
section 612B of this title in connection with
such care.

"(D) The Administrator may prescribe reg-
ulations under which a veteran having an
annual income above an amount specified
in such regulations, or an estate with a
corpus above an amount specified in such
regulations, would not be eligible for care
under subparagraph (C) of this paragraph,
For the purpose of this subparagraph, the
Administrator shall determine annual
income in accordance with section 503 of
this title and shall count as income of the
veteran any income of a veteran's family
mn&mber that would be taken into account
under section 521(cJ of this title."

£LIOAIBILFOR DOMICIIARY CARE
SEc. 1103, ton 610(b) is amended to

read as JoU'
"(b) 'Tho .t rator, through Veterans'

Administraztob facilities may furnish such
domiciliarjra'e as the Administrator deter-
mines to be reasonably necessary boa veter-
an who is in need of domiciliarycare if the
Administrator finds, pursuant to regula-
tions which the Administrator thall pre-
scribe, that such veteran is incapacitated
from earning. a living and has. no adequate
means of sulrort.'
EN'r7rrmz4AND swarImLrrY oR 4B 0 ULTO R Y

OR OuTPT rIET MW ICAL VcES

SEC 1104 *J Section 612 is amended-
(1) in susctton (a)-
(A) by amending the first sentence to read

as follows."
"(1) Except a provided in paragraph (2)

of this subsecoqi and in subsection (b) of
this section, the Administrator, through Vet-
erans' Adminiostion facilities or through
private facilitie to the extent authorized by
section 603 of his title, shall furnish such
medical services as the Administrator deter-
mines to be reasonably necessary (A) to any
veteran for a service-connected disability
(including a disability that was incurred or
aggravated in line of duty and for which the
veteran was discharged or released from the
active military, naval, or air service), and
(B) for any disability of a veteran who has a
service-connected disability rated at 50 per-
cent or more. '";

(B) in the second sentence by striking out
"may" and inserting in lieu thereof a
comma and "as part of medical services fur-
nished under the preceding sentence, shall";

(tC by strikfng out the third sentence, and
(D) by inserting at the end the following

new parograph
"(2) In the case of a veteran who is under

incarceration, the Administrator (A) may
decide not to furnish services undeW the first
sentence of paragraph (1) of this subsection
in a Veterans' Administration facility if the
Administrator determines that to do so
would not be feasible in terms of the security
necessary in connection with the custody of
the veteran or the safety of other individuals
receiving care in such facility, and (B) may
furnish services under such sentence in a
non-Veterans' Administration facility (aa
authorized in section 603 of this title).";

(2) in subsection (f)-
(A) in the first sentence-
(it by stikingout "within the limits of Vet-

erans' Administration facilities" and insert-
ing in lieu thereof "through Veterans' Ad-
ministration facilities or through non-Veter-
ans' Administration facilities to the extent
authorized in section 603 of this title";

(ii) by inserting "and" after the semicolon
at the end of clause (1);

(iti) by striking out clause (2); and
(iv) by redesignating clause (3) as clause

(2);
(B) in the second sentence by striking out

"also" and inserting in lieu thereof "as part

of medical services furnished under the pre-
ceding sentence"; and

(C) in the third sentence by inserting a
comma and "through Veterans' Administra-
tion facilities or through non-Veterans' Ad-
ministration facilities to the extent author-
ized in section 603 of this title," after
"may";

(3) in subsection (g) by striking out
"within the limits of Veterans' Administra-
ttion facilities" and inserting in lieu thereof
"through Veterans' Administration facilities
or through non-Veterans' Administration fa-
cilities to the extent authorized in section
603 of this title"; and

4J bVf striking out subsection itt and re-
doopgating subsection tj) as subsection (iJ.

(b) Section 612A is amended-
(fJ'in subsections (a) and (b)(l) by strik-

'ing out 'withn the limits of Veterans' Ad-
minitration facilities" and inserting in
lieu thereof "through Veteruis' Administra-
tion facilittes"; and

(2) in subsection (e)(1) by striking out
"sections 612tf)(2) and 601(4)C)i(tt)" and
inserting in lieu thereof "sections
612(a)(1)(B) and 603(2)(A)".
PAYMENTS BY CERTAIN VEIERANS FOR, AND PRI-

oRrFrS IN Tn FURNISRNSH Or, HOSPITAL AD
NURSING HOME CARE AND MEDICAL SERVICES

SEC. 1105. (a) Subchapter II of chapter 17
is amended by inserting the following new
sections:
" 612R Pagment In coection rwltil holptal and

natinV home care and nedical service
"(a)(1) A veteran who is eligible for care or

services under section 610 or 612(f)(1) of this
title because of section 610(a)1)(C) or (2)(CJ
of this title may not under this subchapter
be furnished hospital care, nursing home
care (including such care under section 620
of this title), or medical serrvies on an out-
patient or ambulatory basis unless the veter-
an agrees to pay to the United States-

"(A) in the case of each episode of hospital
care or nursing home care, for each 60 days
of care, an amount equal to the lesser of-

"(t) an amount equal to the amount of the
inpatient hospital deductible in effect under
section 1813 of the Social Security Act (42
U.S.C. 1395e(b)) at the time such care is fur-
nished, or

"(it) the cost of furnishing such care, as
determined by the Administrator; and

"(B) in the case of each visit in which
medical services are furnished on an outpa-
tient or ambulatory basis under section
612(f) of this title; an amount equal to the
percentage referred to in paragraph (2) of
this subsection of the estimated.average cost
of an outpatient visit in a Veterans' Admin-
istration facility during the fiscal year in
which the services are furnished, as deter-
mined by the Administrator pursuant to reg-
ulations which the Administrator shall pre-
scribe.

"(2) The percentage described in para-
graph (1)(B) of this subsection is the per-
centage of reasonable charges not paid from
the Federal Supplementary Medical Insur-
ance Trust Fund pursuant to section
1833(a)(1) of the Social Security Act (42
U.S.C. 13951(a)(1)), not taking into account
the provisions of the subclauses of such sec-
tion 1833(a)(1) (42 U.S.C. 13951(a)(1)).

"(3) In any case in which the Administra-
tor determines, pursuant to regulations
which the Administrator shall prescribe,
that it is not feasible to request a veteran (or
other individual authorized to act on the
veteran's behalf) for the veteran's for such
other individual's) agreement pursuant to
paragraph (1) of this subsection prior to
commencing the furnishing of care or serv-
ices to the veteran, an obligation to make
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payments pursuant to such paragraph shall
nevertheless be incurred

"(b) Any moneys collected or received by
the Veterans' Adminisratfon u er this ec-
tion shall be deposited in the vaLsiury as
miscellaneous receipt.

"(c) For the purpose of subsection fa) of
this section.

"(1) The term 'episode of hospital or nurs-
ing home care' with respect to a veteran
means a period of consecutive days-

"(A) beginning with the first da/ (not in-
cluded in a prior episode of such care) on
which such veteran is furnished hospital or
nursing home care under this subchapter,
and

"(B) ending with the close of the first
period of 60 consecuttve days thereafter on
each of which such veteran is not being fur-
nished either hospital care or nursing home
care under this subchapter.

"(2) The term '60 days of care' means (A)
in the case of a veteran who during an epi-
sode of hospital or nursing home care is fur-
nished 60 days or less of care, up to 60 days
of hospital or nursing home care (or of any
combination thereof), or (B) in the case of a
veteran who during an episode of hospital
or nursing home care is furnished care for a
number of days greater than 60, each period
of hospital or nursing home care (or of any
combination thereof) of 60 days and, if such
number of days is not evenly divisible by 60,
the remaining period of care that is less
than 60 days
"§612C. Prioritie hi furnlshing hospltl isvag

kom, mad doamicllar eare and nedijal servde
"(a) The Administrator shall prescribe reg-

ulations to ensure that, except in cases in-
volving medical emergencies which Pose a
serious threat to life or health, priority in
furnishing hospital or domiciliary care or
medical services under this chapter shall be
accorded to veterans in the following order:

"(1) To a veteran for a service-connected
disability.

"(2) To a veteran with a service-connected
disability rated at 50 percent or more.

"(3) To a veteran who has a service-con-
nected disability rated at less than 50 per-
cent and as compensable in degree (includ-
ing any veteran being examined to deter-
mine the existence or rating of a service-con-
nected disability, for the purposes of such
examination).

"(4) To a veteran who, but for the receipt
of retirement pay, would be entitled to dis-
ability compensation.

"(5) To a veteran who is entitled to dis-
ability compensation pursuant to section
351 of this title, or, but for a suspension pur-
suant to such section. would be entitled to
disability compensation, but only if such
veteran's continuing eligibility for such care
is not limited under a judgment or settle-
ment described in such section.

"(6) To a veteran (A) whose discharge or
release from active military, naval, or air
service was for a disability incurred or ag.-
gravated in line of duty, or (B) with a dis-
ability which is service-connected but not
compensable -in degree.

"(7) To a veteran (A) who is a former pris-
oner of war, or (B) who, as a result of expo-
sure to a toxic substance or radiation is eli-
gible for care under section 610(a)(1)(B)(iii)
of this title, for care as specified in section
610(e) of this title

"(8) To a veteran of the Spanish-American
War, the Mexican border period, or World
War I, or who is otherwise being furnished
services under section 612(g) of this title.

"(/9) To a veteran in receipt of pension
under chapter 15 of this title-

"(10) To a veteran who is unable to defray
the expenses of necessary care.

"(11) To a veteran being furnished ,care or
services because of section 610(a)(1)(C) or

(2)(C) of this title and at4bs 5 years of age
or older.

"(b)(1) The Administrator shall prescribe
regulations to ensure that priority in fur-

ltsing nursing home care under this chap-
ter shall be accorded in the order set forth in
paagraph 2) of this subsection and, within
eac f Tthe categories specified in such para-
sl, in the order specified in subsection
(a) of this secttion.

"(2) 8Teiority order referred to in para-
graph f(lftirs subsection is as follows'

"(A) Car for a teteran in need of a level
or type smwsnoW home care that I) is not
readily aevehe tn -a nursing home care fa-
cility for whtkr e Administrator may con-
tract under n 620 of this title and
which is located in a geographic area where
it is reasonable, as determined by the Ad-
ministrator, for the veteran to be furnished
such care, and (ii) is available in a nursing
home care facility under the jurisdiction of
the Administrator.

"(B) Care for a veteran in need of a level
or type of nursing home care that is readily
available in such a oac t &jactlity in such
geographic area.

"(c) The Admtinjstroftuall ensure that
no guideline, regulation, or other issuance
of the Veterans' Administration has the
effect of encouraging, directly or indirectly,
the furnishng of care or services to a veter-
an eligttlebeause of section 610(a)(1)(C) or
(2)(C) of VAh title in any fashion not fully
consistent with the priorities established by
this section."':

(b) The table bf4ecttons at the beginning
of chapter 17 is afrended by inserting after
the item rlating to section 612A the follow-
tng new ttems.
"612B. Payment in connection with hospital

and nursing home care and
medical services.

"612C. Priorities tn furnishing hospital,
nursing home, and domiciliary
care anr-mevioal services.

DETERMLINA7ION or A TOV5AIIY 7t
DEFRAY NECESSAi EXPESES

SEC. 1106. Section 622 is amended-
(1) by inserting "(a)" before "For the pur-

poses";
t2) by striking out "610(a)(1)(B)" and in-

serting I lieu thereof "610(a)(1)(B)(v)";
(3) bgtrvk1ing out "610(b)(2), ",and
(4) by g at the end the following new

subsectio '
"(b)(1)(A) Su!p to subparagraph (B) of

this paragraph and except as provided in
paragraph (3) of this subsection, a veteran
who does not meet one of the eligibility cri-
teria referred to in subsection (a) shall be
determined by the Adwntristrator to be
unable to defray necemm" expenses for the
purpose of the sections of VW& title referred
to in such subsection Vfdanreran's income
(as determined under paragraph (2) of this
subsection) during the calendar year preced-
ing the date of the veteran's application for
care is not greater than $25,000 (or te -ap-
plicable greater amount calculated under
subparagrap ) of this paragraph).

"(B)(i) WheuVer, after December 1, 1985,
maximum annual rates of pension are in-
creased under saoton 3112(a) of this title,
the Administrator shall, effective on the date
that the increase in such rates of pension
takes effect, increase the dollar amount spec-
ifited in subparagraph (A) of this paragraph
as such amount was in effect immediately
prior to the effective date of such increase in
such rates of pension, fry Me same percent-
.age as the percentage b 4*~ *uch rates of
pension are tncreased .& -

"(Yif In order to avt shhp, the Ad-
ntnistrator, pursuant egulationa which
the Administrator shall prescribe;, ma, in

any fisoal year, increase for a specified ge-
graphic area the income level established
pursuant to subparagraph (A) of this para-
graph.

"(2) For the purpose of this subsection, the
Administrator shall determine a veteran's
income in accordance with section 503 of
this title and shall count as income of the
veteran any income of a veteran's family
member that would be taken into account
under section 5211c) of this title.

"(3)(A) The Administrator shall not make
a determination that a veteran is unable to
defray necessary medical expenses for the
purpose of the seetions of this title referred
to in subsection (a) of this section if the
corpus of the estate of the veteran (and of
the veteran's spouse and dependent children,
if any) is such "at under all the circum-
stances (including consideration of the
annual income of the veteran and of such
spouse and dependent children), the Admin-
istrator finds it is unreasonable to make
such determinationr

"(B) In evaluating the corpus of a veter-
an's estate for the purpose of this paragraph,
the Administrator shall consider the same
items to be part of the corpus of the veter-
an's estate as would be so considered under
section 522 of this title.".

CONTrACtHOSPITAL CARE AND MEDICAL
SERVICES

Ssc. 1107 (a) Section 601 is amended-
(1) in paragraph (4)-
(A) in clause (A), by inserting "and" after

the semicolon, and
(B) by striking out the semicolon in clause

(B) and all that follows through the end of
such paragraph and inserting in lieu thereof
a period, and

(2) by adding at the end the following new
paragrap&

"(9) The term 'non-Veterans' Administra-
tion facilities' means facilities other than
Veterans' Administration facilities ':

(b)(1) Subchapter I of chapter 17 is
amended by adding at the end the following
new section.
"§603. Contract hospitl cars and medical servces

"When Veterans' Administration facilities
are not capable of furnishing economical
hospital care or medical services because of
geographical inaccessibility or of furnishing
the care or services required, a requirement
or an authority in section 610 or 612 of this
title to furnish care or services includes a re-
quirement or authority, as the case may be,
to contract with non-Veterans' Administra-
tion facilities for the furnishing of hospital
care or medical services in order to pro-
vide-

"(1) hospital care or medical services to a
veteran for the treatment of a service-con-
nected disability or a disability for which a
veteran was discharged or released from the
active military, naval, or air service;

"(2) medical services for the treatment of
any disability of (A) a veteran described in
section 612(a)l1)(B) of this title, (B) a t)eter-
an described in clause (1)(B) of the first sen-
tence, or in the third sentence (but only to
the extent authorized therein), of section
612(f) of this tittle or (C) a veteran described
in section 612(g9) of this title if the Adminis-
trator has determined, based on an exami-
nation by a physician employed by the Vet-
erans' Administration (or, in areas where no
such physician is available, by a physician
carrying out such function under a contract
orfee arrangement), that the medical condi-
tion of such veteran precludes appropriate
treatment in Veterans' Administration fa-
cilities;

"(3) hospital care or medical services for
the treatment of medical emergencies which
pose a serious threat to the life or health of a
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veteran receiving medical services in a Vet-
erans' Administration facility until such
time following the furnishing of care in the
non- Veterans' Administration facility as the
veteran can be safely transferred to a Veter-
ans 'Administration facility;

"'4) hospital care for women veterans;
"(5) hospital care, or medical services that

will obviate the need for hospital admisios,
for veterans in a State not contiguous to the
forty-eight contiguous States, except that the
annually determined hospital patient load
and incidence of the provision of medical
services to veterans hospitalized or treated
at the expense of the Veterans' Administra-
tion in Government and private facilities in
each such noncontiguous State shall be con-
sistent woth the patient load or incidence of
the provision of medical services for veter-
ans hospitalized or treated by the Veterans'
Administration within the forty-eight con-
tiguous States, but the authority of the Ad-
ifinistrator under this subclause (except
with respect to Alaska and Hawaii) shall
expire on October 31, 1985, and until such
date the Administrator may, if necessary to
prevent hardship, waive the applicability to
the Commonwealth of Puerto Rico and to
the Virgin Islands of the restrictions in this
subclause with respect to hospital patient
loads and incidence of provision of medical
services; or

"(6) diagnostic services necessary for de-
termination of eligibility for, or of the ap-
propriate course of treatment in connection
with, the provision of medical services at in-
dependent Veterans' Administration outpa-
tient clinics to obviate the need for hospital
admission.
In the case of any veteran for whom the Ad-
ministrator contracts to provide care or
services in a private facility pursuant to a
provision of this section, the Administrator
shall periodically review the necessity for
continuing such contractual arrangement
pursuant to such provision ':

f2) The table of sections at the beginning
of chapteW 17 is amended by inserting after
the item relating to section 602 the following
new item.n

'603. Contract hospital care and medical
servioe ';

IMPMLENTATIO(N R.PORT

SEC. 1108. Not later than December 1, 1985,
the Administrator of Veterans' Affairs shall
submit to the Committees on Veterans' Af-
fairs of the Senate and the House of Repre-
sentatives a report on procedures that the
Administrator has established for implemen-
tation of section 612B of title 38, United
States Code, as added by section 1105(a) of
this Act. Such report shall contain informa-
tion with respect to the guidelines and proc-
esses for (1) implementation of income crite-
ria established by and under the amend-
ments made by this Part for Veterans' Ad-
ministration thealthcte.,eligibility, and (2)
for the collection of pavmets required by
the amendments made by this Part.

ErEC77VE DA TE
SEC. 1109. ta) Except as provided in sub-:

section (/b, the amendments made by this
part shall apply to hospital care, nursing;
home care, domiciliary care, and medical
services furnished on or after November 1,
i985.

(bl(1) The provisions of sections 610 and
622 of title 38, United States Code, as in
effect on the day before the date Of the enact-
ment of this Act, shall apply with respect to
hospital and nursing home care furnished
on or after November 1, 1985, to veterans
who were furnished such care on October 31,
1985, but only to the extent that such care is
furnished with respect to the same period of
care for which it was furnished on October

31, 1985, as determined by the Administrator
pursuant to regulations which the Adminis-
trator shall prescribe.

(2) During the month of November 1985,
the Administrator may, in order to continue
a course of treatment begun prior to Novem-
ber 1, 1985, furnish medical services to a vet-
eran on an ambulatory or outpatient basis
without regard to the amendments made by
this Part.

(3) For the purpose of this subsection-
(A) the term "period of care' means a

period of consecutive days-
(i) beginning with the first day on which a

veteran is furnished hospital or nursing
home care, and

(ii) ending with the veteran's discharge
from the hospital or nursing home facility,
as the case may be'

(B) the terms 'owspital care'" "medical
services"' and :"doniciliary care" have the
meanings given those terms in paragraphs
(5), (6), and (8),: rapectively, of section 601
of title 38, Unite¢Etates Code,; and

(C) the terrr*m4veteran" and "nursing
home care" heaWibhe meanings given those
terms in paramgnr (2) and (28), respective-
ly, of section 102lf such title
PART B-RECOVERY OF THE COSTr or CRTAIN

HEALrH CARE AND SERVICES FURNISHD BY
THE VRTz4NS' ADMINI3TRAATON

SEc. 1111. (a) Section 629 of title 38,
United States Code, is amended to read as
follows'
"§ 629 Recoverp b6 the United Stafes of the eost of

certain care and services
"(a)(1) Subect to the provisions of this

section, in any case in which a veteran is
furnished care or services under this chapter
for a non-serviceconnected disability de-
scribed in paragrph (2) of this subsedtion,
the United Sta4 has the right to recover or
collect the reasWle cost of such care or
services (as deteraed by the Administra-
tor) from.a third jty to the extent that the
veteran (or the pri4ler of the care or serv-
ices) would be eqlie to rceive payment
for such care or: zrvices from such third
party if the cait or services had not been
furnished by a department or agency of the
United States.

"t2) Paragraph (1) of this subsection ap-
plies to a non-service-connected disability-

"'A) that is incurred incident to the veter-
an's employment and that is o( red under
a workers' compensation law or plan that
provides for payment for the oot, of health
care and services provided to the veteran by
reason of the disability;

"(B) that is incurred as the result of a
motor vehicle aecident to which applies a
State law that requires the owners or operad-
tors of motor vehicles registered in that
State to have in force automobile accident
reparations insurance,

"tCI that is incurred as the resntt of a
crime of personal violence that occurred in
a State, or a political subdivision of a State,
int ihich a person injured as the result of
suk. a crime is entitled to receive health
-o4We and services at such State's or subdivi-
sion's expense for personaL injuries suffered
as the result of such crime; or

"(D) that is incurred by a veteran who
does not have a service-connected disability
and who is entitled to care (or payment of
the expenses of care) under a health-plan
contract.

"(3) In the case of a health-plan contract
that contains a requirement for a deductible
or copayment by the veteran-

"(A) the veteran's not having paid such de-
ductible or copaynent with respect to care
or services furnished under this chapter
shall not preclude recovery or collection
under this section,' and

"(B) the amount that the United States
may collect or recover under this section
shall be reduced by the appropriate dsdiott- -
ble or copayment amount, or bothl

"(b)(1) The United States shall, as to the
right provided in subsection (a) of this sec-
tion, be subrogated to any right or claim
that the veteran (or the veteran's personal
representative, successor, dependents, or sur-
vivors) may have against a third party.

"(2)(A) In order to enforce any right or
claim to which the United States is subro-
gated under paragraph (1) of this subsec-
tion, the United States may intervene or
join in any action or proceeding brought by
the veteran (or the veteran's personal repre-
sentative, successor, dependents, or survi-
vors) against a third party.

"(B) If-
"it) no such action or proceeding is begun

tithin 180 days after the first day on which
cagee or services for which recovery is sought
were furnished to the veteran by the Admin-
istrator under this chapter, and

"(fii the United States has sent written
notice by certified mail to the veteran at the
veteran's last-known address (or to the vet-
eran's personal representative or successor)
of the intention of the United States to intti-
tute legal proceedings,
the United States may, after 60 days have
lapsed from the mailing of such notice, in-
stitute and prosecute legal proceedings
against the third party.

"(c(l1) The Administrator may compro-
mise settle, or waive any claim which the
United States has under this section.

"(2)(A) The Administrator, after consulta-
tion with the Comptroller General of the
United States shall prescribe regulations for
the purpose of determining the reasonable
cost of care or services under subsection
(a)(1) of this section. Any determination of
such cost shall be made in accordance with
sudh regulations

"(B) Such regulations shall provide that
in no event may the reasonable cost of care
or services sought to be recovered or collect-
ed from a third-party liable under a health-
plan contract exceed an amount equal to the
prevailing rate that such third party can
demonstrate to the satisfaction of the Ad-
ministrator it would pay for the care or
services under comparable health-care con-
tracts with facilities (other than facilities of
departments or agencies of the United
States) in the same geographic area.

"tC) Not later than 45 days after the date
on which the Administrator prescribes sucAh
regations or any amendment to such regu-
lations the Comptroller General shall
submit to the Committees on Veterans' Af-
fairs of the Senate and the House of Repre-
sentatives the Comptroller General's com-
ments on and recommendations regarding
such regulations or amendment

"(d) Any contract or agreement into which
the Administrator enters. with a person
under section 3718 of title 31 for collection,
services to recover indebtedness owed the
United States under this section shall pro-
vide, with respect to-such services that such
person is subject to sections 3301 and 4132.
of this title.

"(e) A veteran eligible for care or services
under this chapter (11 may not be denied
such care or services by reason of this sec-
tion, and (2/ shal not be required by reason
of this section to make any copayment or
deductible payments in order to receive such
care.

"If) No law of any State or of any political
subdivision of a State, and no provision of
any contract or other agreement shall oper-
ate to prevent recovery or collection by the
United States under this section or with re-
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spect to care or services furnished under sec-
tion 611(b) of this title.

"(g) Any moneys collected or recovered on
behalf of the United States under this sec-
ttion shall be deposited into the Treasury as
miscellaneous receipts.

"(th Medical records of a veteran who is a
beneficiary of a health-plan contract under
which recovery or collection is sought under
this section from the third party concerned
for the cost of the care or services furnished
to such veteran shall be made available,
under such conditions to protect the conrf-
dentiality of such records as the Administra-
tor shall prescribe in regulations, for inspec-
tion and review by representatives of such
third party for the sole purpose of permit-
ting the plan to verify that the care or serv-
ices for which recovery or collection is
sought were furnished and that the provi-
sion of such care or services meets criteria
generally applicable under the contract.

"(i) For purposes of this section-
"(1) The term 'health-plan contract' means

an insurance policy or contract, medical or
hospital service agreement, membership or
subscription contract, or similar arrange-
ment, under which health services for indi-
viduals are provided or the expenses of such
services are paid.

"(2) The term 'payment' includes reim-
bursement and indemniftcation.

"(3) The term 'third party' means a State
or political subdivision of a State, an em-
ployer, an employer's insurance carrier,
automobile accident reparations insurance
carrier, or a person obligated to provide, or
to pay the expenses of, health services under
a health-plan contract except that such
term does not include an insurance program
described in section 1811 of the Social Secu-
rity Act or established by section 1831 of
such Act or a State plan for medical assist-
ance approved under title XIX of such Act "

(b)(1)(A) Except as provided in ubpara-
graph tB), the amendment made by subsec-
tion (a) shall apply to care and services pro-
vided on or after the date of the enactment
of this Act.

(B)(i) The amendment made by subsection
(a) shall not apply so as to nullify any pro-
vision of a health-plan contract (as defined
in subsection (i) of section 629 of title 38,
United States Code, as amended by subsec-
tton (a)) that was entered into before such
date and is not modified or renewed on or
after such date

(ti) In the case of a health-plan contract
(as so defined) that was entered into before
such date but which is modified or renewed
on or after such date, the amendment made
by subsection (a) shall apply with respect to
such plan as of the day after the date that it
is so modified or renewed and with respect
to care and services provided after such date
of modification or renewal

(2) For purposes of paragraph (1), the term
"modified" includes any change in premium
or coverage.

(c)(1) Not later than 6 months after the
date of the enactment of this Act, the Admin-
istrator of Veterans' Affairs shall submit to
the Committees on Veterans' Affairs of the
Senate and the House of Representatives a
report on the process for and results (includ-
ing costs of administration and the amount
of receipts and collections) of the implemen-'
tation of the amendment made by this sec-
tion.

(2) Not later than February 1, 1987, and
February 1 of each year thereafter, the Ad-
ministrator shall submit to such Commit-
tees a report updating the information in
the most recent report under this subsection
and providing information on the process
and results of such implementation with re-
spect to the most recent full fiscal year pre-
ceding the date on which the report is re-
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quired to be submitted under this para-
graph.
PART C-LJMITATION ON INCRCASE IN RATES OF

VmRHANS' ADMINVsrRA ONo COMPENSATiON
Sec. 1121. No legislation shall be enacted

that would (1) effective in fiscal year 1986,
increase one or more rates of the benefits
under chapter 11 or 13 of title 38, United
States Code, by a percentage greater than 3.7
percent, or (2) cause the total costs of legis-
lation increasing such rates in fiscal year
1986 to exceed $311,000,000 in budget au-
thority or $280,000,000 in outlays in fiscal
year 1986.

TITLE XII--MISCELLANEOUS
PROVISIONS

RECONCILIATuON BIL PROCEDURES
SEc. 1201. When the Senate is considering

a reconciliation bil upon a point of order
being made by any Senator, and sustained,
any part of the bill not in the jurisdiction of
the reporting committee or extraneous to the
instructions given that committee shall be
deemed stricken from the bflfoand may not
be offered as a floor amendment. This provi-
sion may be waived by three-fifths of the
Senators duly chosen and sworn. No motion
to waive germaneness on reconciliation bills
shall be agreed to unless supported by three-
fifths of the Senators duly chosen and
sworn, which super-majority shall be re-
quired to successfully appeal the ruling of
the Chair on these matters which include the
points of order oh: extraneous matters and
matter not properi- reported from a com-
mittee.

vMIIMUM DRINIaNG AGE

SEC 1202. Section 158 of title 23, United
States Code, is amended-

(1) in subsection (a)(2), by striking "the
fiscal year" and inserting in lieu thereof
"each fiscal year'" and

(2) in subsection (b), by striking "in fiscal
year if in any succeeding fiscal year" and
inserting in lieu thereof "in the fiscal year
beginning after September 30, 1986, or the
fiscal year beginning after September 30,
1987, if before the end of the period for
which such funds would .be available for ex-
penditure under section u*(b) of this title".':

SENSE OF r SENA TZ
SEc. 1203. Senators have an obligation to

inform themselves on the issues on which
they are to vote, ten hours of time for debate
on S. 1730 were at an earlier date yielded
back by unanimous consent all time for
debate has expired, although numerous
amendments remain to be voted upon, and
it is the sense of tSenate that at least ten
minutes on each side be allotted for pur-
poses of debate with regard to the remaining
amendments pending to the biU, S. 1730.

Amend the title so as to read: "An Act
to provide for reconciliation pursuant
to section 2 of the first concurrent reso-
lution on the budget for fiscal year
1986 (S. Con. Res. 32, Ninety-ninth
Congress).".

Mr. DOMENICI. Mr. President, I
have an amendment at the desk that
changes the title. I ask for its immedi-
ate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

Amend the title so as to read:
"An act to provide for reconciliation pur-

suant to section 2 of the first concurrent
resolution on the budget for fiscal year 1986
(S. Con. Res. 32, Ninety-ninth Congress)."

Mr. DOMENICI. Mr. President, this
amendment has been cleared on both
sides. I move its adoptone..

S 1567
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment.

The amendment was agreed to.
Mr. DOMENICI. I move to reconsid-

er the vote by which the amendment
was agreed to.

Mr. McCLURE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. McCLURE. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. McCLURE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

UNANIMOUS-CONSENT AGREE-
MENT-SENATE JOINT RESOLU-
TION 77

Mr. McCLURE. Mr. President, I am
going to propound a rather lengthy
unanimous-consent agreement which I
believe has been cleared on both sides.
I make that preamble because I ask
Members to listen closely from the be-
ginning to the end because it is rather
lengthy.

I ask unanimous consent that the
Senate turn to the consideration of
Calendar Order No. 257, Senate Joint
Resolution 77, the Compact of Free
Association, and it be considered under
the following time agreement: 2 hours
on the bill, to be equally divided be-
tween the chairman of the Energy
Committee and.the Finance Commit-
tee, and the ranking minority member,
or their designees; that the following
amendments be the only amendments
in order and they be limited to the fol-
lowing time limitation, and in the first
degree, unless otherwise specified:

The pending Finance Committee re-
ported amendments; and a substitute
amendment to be offered by Senator
PACKWOOD to substitute the trade pro-
visions in the Finance Committee
amendment, limited to 1 hour, total;

An amendment to be offered by Sen-
ator HATCH, dealing with nuclear
claims, limited to 1 hour;

An amendment to be offered by Sen-
ators JOHNSTon and McCLuRE to com-
pensate the Island countries on the
loss of the tax provisions, limited to 30
minutes;

An amendment to be offered by Sen-
ators JOHNSTON and McCLURE to in-
clude Palau in the compact, limited to
15 minutes;

An amendment to be offered by Sen-
ator HART, dealing with oil import
fees, limited to 1 hour;

An amendment to be offered by Sen-
ator WrLsoN on imputed interest rules,
limited to 30 minutes;

That no motions to recommit with
instructions be in order, 20 minutes on
any debatable motions, appeals, or
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points of order, if so submitted to the
Senate; and that the agreement be in
the usual form.

Finally, in this portion of the agree-
ment, I ask unanimous consent that,
in the event the Hart amendment is
not tabled, the bill be open to unlimit-
ed debate and amendments.

S. 655
I further ask unanimous consent

that at 1 p.m. on Monday, December 2,
the Senate temporarily lay aside the
pending business and turn to Calendar
Order No. 300, S. 655, the low-level ra-
dioactive waste compact.

I further ask unanimous consent
that, once the clerk has reported the
bill, Senator BonRN be recognized to
offer his PAC' amendment and there
be no amendments in order to the
Boren amendment and there be 2
hours of debate, equally divided.

I further ask unanimous consent
that, at 10 a m. n Tuesday, December
3, the Senate resume the Boren
amendment to a 656., nd there be 2
hours of debate, to be equally divied,
and no amendments to the Boren
amendment be in order.

I ask unanirneus consent that, fol-
lowing the conclusion or yielding back
of time on the Boren amendment, the
Senate proceed to vote in relation to
the Beren amendment, either on a
motion to table or up or down on the
Boren amendment, without interven-
ing action, sad that no call for the reg-
ular order prior to the vote in relation
to the Boren amendment serve to dis-
place S. 665.

Mr. BYRD. Mr. President, reserving
the right to object.

The PRESIDING OFFICER. The
minority leader is recognized.

Mr. BYRD. In the second para-
graph, which makes reference to the
ranking minoriy member, are we talk-
ing about the ranking minority
member on the Energy Committee or
on the Finance Committee?

Mr. McCLURS It would be both.
Mr. BYRD. The ranking minority

members.
Mr. McCLURE. Of each of those two

committees.
Mr. BYRD. I have no objection.
Mr. PACKWOOD. Mr. President, I

have no objectlon, but a clarification.
As the unantmous-consent agreement
was read, it referred to an amendment
to be offered on behalf of the Finance
Committee relating to trade. There is
only one amendment, but there are
trade provisions and tax provisions In
that. I would not want those to be pre-
chluded by this.

Mr. McCLURE. I understand that to
be the case.

The PRESIDING OFFICER. Are
there any objections to the proposed
unanIlmous-consent agreement? Hear-
ing none, it is so ordered.

COMPACT OF FREE
ASSOCIATION

The PRESIDING OFFICER. The
clerk will report the bill.

The legUtlive clerk read as follows:
A joint resolution (S.J. Res. 77) to approve

the "Compact of Free Association", and for
other purposes.

The Senate resumed consideration
of the joint resolution.

[Note.-Earlier proceedings in con-
nection with Senate Joint Resolution
77, including printing of the commit-
tee amendments, are printed in the
RCoaRD of October 2, 1985, beginning
at page S 12419.1

AMNDMIMErr NO. 1051

(Purpose: To modify te-trade and tax
provisions)

Mr. PACKWOOD. Mr. President, I
send an amendment to the desk and
ask for its immediate consideation.

The PRISIFDING OFPICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Oregon (Mr. PACK-

woon) proposes an amendment numbered
1061.

Mr. PACKWOO. Mr. President, I
ask unanimous eeosent that further
reading of the amendment be dis-
Densed with.

The PRESIDING OFFICEPR With-
out objection, it is so ordered.

The amendment is as follows'
Beginning with page 92. line 1, strike out

all through page 98, line 7, and insert in lieu
thereof the slowlng:

SEc. 7. (a) Sections 242 and 243 of the
Compact shall be construed and applied as
if they read wfollows:
"Secbon 242

"The Pre/ll/t shall proclaim the follow-
ing tariff nt for articles Imported
from the E d State of Mcronesla or
the Mars E ds whiCh shall apply
during the od of effectivenes of this
title:

"(1) Unriesiherwise emhwded articles
imported fro*C'he Federated States of Mi-
cronesia or the Marshall Islands, subjeet to
the limitations imposed under sections
503(b) and 504(c) of title V of the Trde Act
of 1974 (19 U.S.C. 2463(b1 2444cl), shall be
exempt from duty.

"(21 The duty-free treatmdnt provided
under paragraph (1) shall ne&appy to-

"(A) watches, clocks, and timing spwra-
tua provided for in subpart E of part 2 of
schedule 7 of the Tariff 8chedules of the
United States

`'B) buttons (whether finished or not fin-
ished) profmed for in Item 745.3a of sueh
SchedulM

"(C) teHtile and apparel articles which are
subJect o textile agreements, and

"(0) footwear, handbags Iuggage, flat
goods, work gloves, and leather wearing ap-
parel which were not eligible articles for
purposes of chapter V of to Trade Act of
1924 (19 U..C. 2461, et seq.} an April 1,
1984.

"(3) If the cost or value of materials pro-
duced in the customs territory of the United
States is included with respect to an eligible
article which is a product of the Federated
States of Micronesia or the Marshall Is-
lands, an amount not to exceed 15 percent
of the appraised value of the article at the
time it is entered that is attributable to
such United States cost or value may be ap-
plied for duty assessment prposes toward
deterunting the percentage referred to in
section 593(b)(2) of title V at the Trade Act
of 1974.

"Sectio 243
"Articles imported from the Federated

States of Micronesia or the Marslai Islands
which are not exempt from duty under
paragraphs (1), (2), and (3) of section 242
shall be subject to the rates of duty set
forth in column numbered I of the Tariff
Schedules of the United States and all prod-
ucts of the United States imported Into the
Federated States of Micronesia.e or the Mar-
shall Islands shall reeeive treatvmet no less
favorable than that accorded Nle sreduets
of any foreign country with- respect to cus-
toms duties or charges of a similar nature
and with respect to laws and regulations re-
lating to importatiom, exportation, taxation,
sale, distribution, storage, or use.".

(b)(l) Subsection (a) of section 250 of the
Compact shall not apply.

(2) Subsection (b) of section 253 of the
Compact shall apply only to individuals who
are nonresidents and net citizens of the
United States.

(c) The relief from lability referred to in
the second sentence of section 254(aY of the
Compact means only-

(1) relief in the form of the foreign tax
credit (or deduction In lieu thereof) avail-
able with respect to the income taxes of a
possession of the United States, and

(2) ~re in the form of the exclusion
under section 911 of the Internal Ngevenue
Code of 1954.

(d) Section 255 of the Compact shall be
construed and applied as if it read as fol-
lows:

Selction 255
"(a) EITzmsXow or Sscnoa 9365 va TH

MARSHALL ISamDs aNMD raTC FEDATED
SpTAT Os Micaorsm--For purposes of
section 936 of the Internal Revenue Code oat
1954, the Marshall Islnds and the Federat-
ed States of Micronesia shall be treated as if
they were possesseons of the United States.

"(b) EXCHAN or oIrF oul, on.-u-Susec-
ton (a) shall not apply to the Marshall Is-
lands and the Federated States of Wicrone-
sia (as the case may be) for any period after
December 31, 1926, during which there is
not In efieot -between the approoriate gv-
ernment and the United States an exchange
of information agreement of the n de-
scribed in section 274(h)(6XC) (ether than
clause (ill) thereof) of the Internal Revenue
Code of 1954.

"(C) PRocnURE IF ScTrroN 934 Ixcrmrns
Rnucn.-If the tax inentives extended to
the Marshall Islands and the Federated
States of Micronesi under subsection a)
are, at any time during whlich the Compact
is in effect, reduced the Secretary of the
Treasury shal negotiate an agreement wth
the Marshall Islands and the Federated
States of Micronesia under which, when
such agreement is approved by law. they
will be provided with benefits substantially
equivalent to oseh reduction In benefit. If,
within the 1-year period after the date of
the enactment of the Act nGalng the reduc-
tion in benefits, an agreement negotiated
under the precedi sentence is not ap-
proved by law, the matter shall be subnmit-
ted to the Arbitration Board established
pursuant to section 424 of the Compact For
purposes of articie V of title two of the
Compact, the Secretary of the Tresury or
his delegate shall be the member of such
Board representing the Government of the
United States. Any decision of such Beard
in the matter when approved by law shall
be binding on the Urnited States, except that
such deisdon rendered is binding only as to
whether the United States has provided the
substantially equivalent benefits refetred to
in this subsection

"(d) THx MARsaALL ISLANDS AND THE Fm-
lRArT STATES or MicRoosaIl TREATIM AS
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